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City  and  County  of  San  Francisco 
OFFICE  OF  THE  CONTROLLER 


November  10,  1947. 


To  His  Honor,  the  Mayor,  and  The  Honorable  Board  of  Supervisors, 
City  and  County  of  San  Francisco. 


Gentlemen: 


The  annual  report  of  the  Controller  for  the  fiscal  year  ended  June  30,  1947, 
is  submitted  herewith,  as  provided  by  section  65  of  the  Charter. 

The  accounts  of  the  Controller  were  audited  by  John  F.  Forbes  & Company 
by  direction  of  the  Board  of  Supervisors,  in  accordance  with  provisions  of 
section  68  of  the  Charter. 

As  prescribed  by  section  66  of  the  Charter,  audits  of  the  various  depart- 
ments of  the  City  and  County  were  made  by  the  Controller’s  Audit  Staffs. 
Included  herein  are  the  following  audit  reports : 

Office  of  the  Treasurer,  by  Controller’s  General  Audit  Staff. 

San  Francisco  Airport,  by  Controller’s  Utilities  Audit  Staff. 

Statistical  schedules  and  charts  were  prepared  by  the  Controller’s  Division 
of  Accounts  and  Reports. 

By  direction  of  the  Controller,  the  following  audits  reported  herein  were 
performed  by  the  accounting  firms  indicated: 

San  Francisco  Water  Department,  by  Skinner  & Hammond. 

Hetch  Hetchy  Water  Supply  and  Power  Project,  by  F.  W.  Lafrentz  & Co. 

Municipal  Railway,  by  McLaren,  Goode  & Co. 

San  Francisco  School  Department,  by  Lybrand,  Ross  Bros,  and  Montgomery. 

The  audit  of  the  Retirement  System  for  the  fiscal  year  ending  June  30, 
1946,  by  James  0.  Sully,  was  presented  too  late  for  publication  in  last  year’s 
report  and  is  therefore  included  in  this  report.  The  audit  of  the  Retirement 
System  for  the  fiscal  year  ending  June  30,  1947,  has  not  been  completed 
because  the  department  records  are  in  arrears.  The  system’s  accounting  is 
now  being  mechanized  which  should  result  in  its  accounts  being  maintained 
more  currently. 


Respectfully  submitted, 


H.  D.  ROSS, 

Controller. 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 
DETAIL  OF  TAX  RATES 


ieneral  Fund— Charter  Lim 
ieneral  Fund— Other  Necess 
Limited 


e of  the  Legion  of  Hon 


al  Tax  Levied  Pun 


ig  Public  Streets  and  Building 


. .071666 
.116052 
.047873 
..  .225722 
.883011 
..  .010155 
. .009232 
. .011202 
. .040000 
. .004675 


1.305106  : 
.756389 


1.606739  1.228896 


.072742 

.134666 

.047340 

.231838 

.581581 


.038905 

.006108 

.040000 

.003113 

.005802 


.127712 

.177718 

.077863 

.367666 

.534730 

.018125 

.012867 


427027 

.024749 

.015741 


.023595  .036508  .031683 


005006  .004846 
099278  .098656 
045738  .044040 


.094667  .052728 


11692  .030353 


CITY  AND  COUNTY  OF  SAN  FRANCISCO 
AMOUNTS  OF  TAX  LEVIES  AND  DELINQUENCIES 
Fiscal  Years  1931-32  to  1946-47 
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Fiscal 

Amount  of 

Uncollected  ai 

t June  30 

Uncollected  June 

! 30,  1947 

Year 

Levy 

Amount 

% 

Amount 

% 

1931-32 

$32,714,462.72 

$ 718,830 

2.20 

$ 56,034.27* 

.17 

1932-33 

31,752,725.86 

1,706,581 

5.37 

235,209.70 

.74 

1933-34 

26,583,269.62 

1,316,809 

4.95 

166,912.56 

.63 

1934-35 

.....  28,808,182.68 

958,096 

3.33 

31,883.47 

.11 

1935-36 

30,634,662.45 

612,784 

2.00 

29,015.18 

.09 

1936-37 

30,986,643.33 

449,704 

1.45 

28,730.41 

.09 

1937-38 

31,994,074.61 

483,081 

1.50 

38,973.46 

.12 

1938-39 

33,337,811.68 

442,132 

1.32 

24,606.64 

.07 

1939-40 

32,575,922.01 

390,407 

1.19 

32,240.36 

.10 

1940-41  ..  . 

. . 35,162,784.71 

367,339 

1.04 

50,421.98 

.14 

1941-42 

36,469,224.70 

354,994 

.97 

77,017.29 

.21 

1942-43  

37,469,083.07 

288,158 

.76 

73,456.06 

.20 

1943-44  

.....  36,797,770.96 

254,508 

.69 

63,056.85 

.18 

1944-45 

39,647,406.19 

262,652 

.66 

55,190.70 

.14 

1945-46 

41,184,389.39 

380,975 

.93 

111,396.21 

.27 

1946-47 

47,374,327.51 

457,779 

.97 

457,779.52 

.97 

* Includes  delinquent  taxes  for  1931-1932  and  those  of  prior  years. 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 

PERCENTAGES  OF  TAX  DELINQUENCY 

FOR  FISCAL  YEARS  ENDING 

% 

1933 
5 4 

1934 

1935 

1936 

1939 

1940 

1941 

1942 

1943 

1944 

1945 

1946 

1947 

% 

49 

3 3 

2 - 

5 

| J2 

1.0 

-.97- 

- 1 

I-1L. 

76 

.69 

66 

H.  D ROSS,  CONTROLLER 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 
TAX  YIELD 
Fiscal  Year  1947-48 


Taxes  on  Property  Assessed  by  City  & County 


Tangible  Personal  Property ... 


Solvent  Credits  __ 


Unsecured  Personal  Property  (Collected) : 
Tangible  Personal  Property 


Unsecured  Personal  Property  (Uncol- 
lected) : 

Tangible  Personal  Property 

Solvent  Credits 


Total  Assessed  by  City 


Taxes  on  Property  Assessed  by  State  Board 
of  Equalization: 

Real  Estate  and  Improvements 

Tangible  Personal  Property 

Solvent  Credits 


Total  of  Above  Assessments... 


TOTAL  TAX  YIELD 


Valuation 

Tax  Yield  p 

Rate 
er  $100 

...$  708,694,622 
4,811,461 
34,899,392 

678,606,691 

$38,137,918.58 

$5.62 

7,769,526 

7,768.69 

.10 

- 686,376,217 

38,145,687.27 

86,018,965 

4,773,369.56 

5.55 

...  240,359,511 

240,365.61 

.10 

...  326,378,476 

5,013,735.17 

59,895,776 

3,324,246.81 

5.55 

88,031,630 

88,033.35 

.10 

...  147,927,406 

3,412,280.16 

...  1,160,682,099 

46,571,702.60 

55,133,810) 

33,962,940) 

5,007,234.04 

5.62 

32,033,180 

32,033.18 

.10 

...  121,129,930 

5,039,267.22 

...$1,281,812,029 

. 51,610,969.82 
6,421.38 

$51,617,391.20 

26 

CITY  AND  COUNTY  OF  SAN  FRANCISCO 
BONDED  DEBT  LIMIT 
At  June  30,  1947 
(Section  104  of  the  Charter) 


Maximum  Limit 


$153,817,443 


12 % of  1947-48  Assessment  Roll  ($1,281,812,029) 

Bonds  Unmatured  and  Unissued: 

For  General  City  and  County  Purposes $ 27,211,000 

For  Schools  6,560,000 

For  Public  Service  Enterprises  96,630,000 

Total  $130,401,000 

Excluded  from  12%  Bonded  Debt  Limit  75,960,000 

Total  Subject  to  Limit 54,441,000 


* Limit  of  Future  Bond  Issues  Except  for  Issues  as  Noted  $ 99,376,443 


*Bonds  Not  Subject  to  Limit: 

Water  Supply,  Storage  or  Distribution  Bonds. 
Special  Assessment  Bonds  (Charter  Section  103)., 
Unissued  (Unsold)  Bonds  June  30,  1947: 


1944  Juvenile  Court  and  Home $ 1,100,000 

1944  Sewer ...  8,000,000 

1945  Airport ...  4,500,000 

Total ...  $13,600,000 


CITY  AND  COUNTY  OF 


FRANCISCO 


DETAIL  OF  TAX  RATES 
Uscal  Years  1938-39  to  1947-48 


1,603692  1.305106  1 438962 


.441201  .515663  .520463  .756389 

.617683  .681146  .734577  .791007 


.702603 

.797869 


1-540239  1.40127.-.  1 324581 

.635519  .786845  .788891 

.733157  .984317  1 132731 


.071666  .069858 

.116052  .130145 

.047873  .047388 

.225722  .231096 

.883011  .743447 

.009232  .00887-1 

.011202  .011707 

.040000  .040000 

.004675  .005944 

.040000  .012467 

. . .006607 

.002161  .003516 

.022296  .001887 


.072742  .092023 

.134666  .163224 

.047340  .051480 

.231838  .232757 

.581581  .532044 

.010917  .018457 

■011540  .009903 

.038905  .036029 

.006108  .000523 

.040000  .011635 

.003113  

.005802  .005007 

- .112524 

.044310  .042550 

.199991  .22(1261 


.074449  .084193 

.162452  .158809 

.049459  .056209 

.236446  .265255 

■639974  .605890 

.012941  .016515 

.009885  .010502 

.013079  .013727 

■036083  .022683 

.011639  .003266 


.005006  .004846 

.099278  .098656 

■045738  .044040 

•144137  .016494 


.114708  .127712 
■177261  .177718 
.059224  .077863 
.280470  .367060 
.550637  .534730 
•019073  .018125 
•012274  .012867 
•013011  .010328 
.023841  .023595 
.011044 


.004730  .000047 

•115437  .129648 

.041186  .050,770 

■094667  .052728 


1.606739 


•8SG788 

1.225865 


.148002 

.231787 

.092736 

.415228 

.662023 

.028140 

.023237 

.030623 

.036508 


.079649 

.607937 

.427027 

.024749 


,006512 

,130660 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 

AVERAGE  NET  INTEREST  COST 

ON  BONDS  AND  TAX  ANTICIPATION  NOTES 
SOLD  DURING  FISCAL  YEARS  ENDING 
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A - No  Bonds  Sold 
B - No  To*  Anticlpotion  Notts  Sold 

H.  D.  ROSS,  CONTROLLER 

Office  of  the  Controller 

Report  on  Examination  of  Accounts 
For  the  Fiscal  Year  Ended  June  30,  1947 


John  F.  Forbes  & Company 

CERTIFIED  PUBLIC  ACCOUNTANTS 
Crocker  Building 
San  Francisco  4 


October  17,  1947. 

The  Honorable  Board  of  Supervisors, 

City  and  County  of  San  Francisco, 

San  Francisco,  California. 

Dear  Sirs: 

Pursuant  to  your  Resolution  6621,  adopted  June  16,  1947,  we  have  made  an 
examination  of  the  books,  accounts,  records  and  transactions  of  the  Controller 
of  the  City  and  County  of  San  Francisco  for  the  fiscal  year  ended  June  30, 1947, 
and  submit  the  following  exhibits  and  schedules: 

Exhibit 

A — Combined  Proprietary  Balance  Sheet — All  Funds,  June  30, 1947. 

B — Revenues,  Expenditures  and  Encumbrances,  and  Current  Surplus — 
General  City  and  County,  Fiscal  Years  Ended  June  30,  1947  and 

1946,  and  Comparison. 

Schedule 

1 —  Revenues  from  General  City  and  County  Services,  Fiscal 

Years  Ended  June  30,  1947  and  1946,  and  Comparison. 

2 —  General  City  and  County  Departmental  Expenses,  Fiscal 

Years  Ended  June  30,  1947  and  1946,  and  Comparison. 

C — Capital  Surplus — General  City  and  County,  Fiscal  Year  Ended  June 
30,  1947. 

D — Proprietary  Balance  Sheet — Public  Service  Enterprises,  June  30, 

1947. 

E — Revenues,  Expenses  and  Surplus — Public  Service  Enterprises,  Fiscal 
Year  Ended  June  30,  1947. 

F — Summary  of  Properties  and  Fixed  Capital,  June  30,  1947. 

G — Bonded  Indebtedness,  June  30,  1947. 

H — Bond  Redemption  Schedule,  Based  on  Bonds  Outstanding  June  30, 
1947. 

I — Combined  Funds  Balance  Sheet — All  Funds,  June  30,  1947. 

J — Funds  Balance  Sheet — General  City  and  County  Current  Funds,  June 
30,  1947. 

K — Funds  Balance  Sheet — General  City  and  County  Capital  Funds,  June 
30,  1947. 

L — Funds  Balance  Sheet — Trust  and  Assessment  Funds,  June  30,  1947. 
M— Funds  Balance  Sheet — Public  Service  Enterprises,  June  30,  1947. 

N — Reconciliation  of  Combined  Proprietary  and  Funds  Balance  Sheets. 
June  30,  1947. 

We  also  present  the  following  comments: 

SCOPE  OF  EXAMINATION 

In  accordance  with  the  terms  of  our  engagement  as  set  forth  in  the  afore- 
mentioned Resolution  6621,  our  examination  was  limited  to  the  books,  ac- 
counts, records  and  transactions  of  the  Controller.  In  connection  therewith, 
we  reviewed  the  system  of  internal  control  and  the  accounting  procedures 
relating  to  revenues,  appropriations,  encumbrances  and  expenditures,  and. 
without  making  a detailed  audit  of  the  transactions,  have  examined  or  tested 
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accounting  records  and  other  supporting  evidence  by  methods  and  to  the 
extent  we  deemed  appropriate.  Our  examination  was  made  in  accordance 
with  generally  accepted  auditing  standards  applicable  in  the  circumstances 
and  included  those  procedures  which  we  considered  necessary  after  taking 
into  consideration  the  examinations  made  by  other  independent  certified  pub- 
lic accountants  and  the  Controller’s  General  Audit  and  Utilities  Audit  Divi- 
sions, except  that  taxes  and  penalties  receivable  were  verified  to  the  extent 
hereinafter  enumerated  in  regard  thereto,  but  we  did  not  confirm  the 
amounts  thereof  by  direct  communication  with  the  taxpayers. 

The  accounts  of  the  San  Francisco  Water  Department,  Municipal  Railway, 
Hetch  Hetchy  Water  Supply  and  Power  Project,  School  Department  (San 
Francisco  Unified  School  District)  and  the  San  Francisco  City  and  County 
Employees’  Retirement  System  are  examined  by  other  independent  public 
accountants.  Cash,  securities  and  accounts  of  the  Treasurer’s  office  as  at 
June  30,  1947,  are  examined  by  the  General  Audit  Division  of  the  Con- 
troller’s office.  The  accounts  of  the  San  Francisco  Airport  and  the  Public 
Utilities  Commission  are  examined  by  the  Utilities  Audit  Division  of  the 
Controller’s  office. 

Section  66  of  the  Charter  provides  for  audit  by  the  Controller  of  the  ac- 
counts of  all  boards,  officers  and  employees  of  the  City  and  County  of  San 
Francisco  charged  in  any  manner  with  the  custody,  collection  or  disbursement 
of  public  funds.  Pursuant  thereto,  a substantial  degree  of  internal  check  is 
maintained  with  regard  to  revenues  and  expenditures.  In  addition,  field 
audits  are  scheduled  by  either  the  General  Audit  or  Utilities  Audit  Divisions 
respectively.  We  have  been  advised  that  due  to  insufficient  personnel  on  the 
Controller’s  audit  staffs  this  field  audit  work  continues  to  be  not  fully  up  to 
date. 

The  figures  included  in  this  report  for  the  several  Public  Service  Enter- 
prises and  the  Treasurer’s  office  are  in  agreement  with  those  reported  to  us 
by  the  respective  auditors.  The  figures  for  the  School  Department  are  at 
variance  with  the  audit  report  for  that  Department,  due  principally  to  (1) 
certain  revenues  being  accrued  on  the  Controller’s  records,  whereas,  on  the 
School  Department’s  books  these  accruals  are  not  treated  as  revenue  until 
the  amounts  are  collected,  and  (2)  certain  charges  covering. the  amounts  due 
trade  creditors  at  the  beginning  and  end  of  the  year  being  classified  by  the 
School  Department,  whereas,  on  the  Controller’s  records  such  amounts  are 
included  in  the  reserve  for  encumbrances  at  the  end  of  each  year  and  are 
charged  to  general  City  and  County  current  surplus  without  classification 
thereof. 

We  were  unable  to  make  a comparison  of  the  figures  shown  in  this  report 
for  the  Employees’  Retirement  System  with  the  audit  report  by  the  other 
independent  public  accountants  for  the  fiscal  year  ended  June  30,  1947,  as 
it  had  not  been  completed  at  the  time  of  the  submission  of  our  report.  In 
lieu  thereof,  we  reviewed  the  latest  audit  report  for  the  Employees’  Retire- 
ment System  which  covered  the  fiscal  year  ended  June  30,  1945,  and  deter- 
mined that  it  was  substantially  in  agreement  with  the  report  on  the  ex- 
amination of  the  accounts  of  the  Controller’s  office  for  that  year,  subject  to 
the  exceptions  noted  in  the  respective  reports. 

REVENUES,  EXPENDITURES  AND  ENCUMBRANCES,  AND 
CURRENT  SURPLUS— GENERAL  CITY  AND  COUNTY 

We  made  an  analytical  review  and  test-check  of  the  recorded  General  City 
and  County  revenues  and  expenditures  for  the  fiscal  year  ended  June  30,  1947, 
but  did  not  make  a detailed  examination  of  the  transactions  for  the  period 
under  review. 

General  City  and  County  revenues,  expenditures  and  encumbrances,  and 
current  surplus  for  the  fiscal  years  ended  June  30,  1947  and  1946,  and  compari- 
son, are  shown  on  Exhibit  B and  Schedules  1 and  2 thereof.  A condensed 
summary  and  comparison  is  set  forth  below,  followed  by  comments  wherein 
all  figures  have  been  adjusted  to  even  dollars  when  making  comparisons  with 
the  preceding  year: 


1.349.743.20 

3.774.668.20 

418,859.56 

409,109.41 


1947 

Revenues: 

Property  taxes  and  penalties  ..  $47,214,06] 

Franchise  taxes  and  licenses  1,314,284.17 
Subventions  of  the  State  of 
Calif omia  and  United  States 

Government  18,270,856.03 

General  City  and  County 
services  

Fines,  forfeits  and  penalties.—-  3,774,668.20 
Revenues  from  use  of  money 

and  property  

Revenues  from  Housing  Au- 
thority in  lieu  of  taxes 

Contributions  from  Water 

Department  

Transferred  from  capital  funds 
Transferred  from  trust  funds .. 

Profit  from  sale  of  land  and 

improvements  251,541.35  51,355.20  200,186.15 

Other  revenues  . 80,920.41  34,925.36  45,995.05 

Total  revenues $73,186,224.20  $64,870,874.08  $8,315,350.12' 

Expenditures  and  Encumbrances : 

Expenditures: 

General  City  and  County 
departmental  expenses  $58,452,825.61 
Bond  interest  and 


ided  June  30, 
1946 

Increase 

Decrease* 

$41,189,093.18 

1,189,613.40 

$6,024,968.19 

124,670.77 

15,885,324.20 

2,385,531.83 

1,007,361.11 

3,096,519.37 

342,382.09 

678,143.83 

410,322.61 

8,536.95 

405,874.65 

3,234.76 

1,591,935.00 

8,550.00 

1,591, 935. 00* 
85,650.00 
7,985.50 

$48,402,476.82  $10,050,348.78 


redemptions  

Pensions  and  compensa- 

4,146,769.30 

4,067,044.24 

79,725.06 

tion  insurance  

Contributions  to  Public 

4,457,047.00 

3,919,551.29 

537,495.71 

Service  Enterprises  .... 
Capital  additions  from 

884,653.16 

2,499,816.90 

1,615,163.74* 

revenues  

Contributions  to  Joint 

2,733,964.71 

2,121,018.17 

612,946.54 

Highway  Districts  .... 
Transferred  to  capital 

169,700.00 

146,192.85 

23,507.15 

funds  

1,755,232.67 

5,000.00 

1,750,232.67 

Miscellaneous  

158,761.25 

150,872.98 

7,888.27 

Unallocated  expenditures 
on  work  orders  uncom- 
pleted at  end  of  year, 
increase  compared  with 
preceding  year 
Total  expenditi 
Encumbrances  at  end  of 
year,  increase  or  de- 
crease* compared  with 

preceding  year  

Total  expenditures 
and  encumbrance: 
Net  increase  or  decrease*  in 
current  surplus  for  the 
year  

Current  surplus  from  preced- 
ing year 
Current  surplus  at  end  of 
year 


$73,656,437.73 

E 

$61,484,593.82 

$12,171,840.91 

l 

282,659.56 

1,416,171.20 

1,698,830.76* 

$73,373,778  17 

$62,900,768.02 

$10,473,010.15 

i 

' $ 187,553.97* 

$ 1,970,106.06 

$ 2,157,660.03* 

15,118.737.14 

13,148,631.08 

1.970,106  06 

$14,931,183.17  $15,118,737.14  $ 187,553.97* 
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REVENUES— GENERAL  CITY  AND  COUNTY 

REVENUE  FROM  PROPERTY  TAXES  AND  PENALTIES— 
$47,214,061.37 

Revenue  from  these  sources  was  verified  by  reference  to  the  original  tax 
assessment  rolls,  re-assessment  rolls,  resolutions  of  the  Board  of  Supervisors 
and  other  supporting  records. 

This  revenue  increased  $6,024,968  as  compared  with  the  preceding  fiscal 
year  due  to  increases  in  the  tax  rate  and  in  assessed  valuation,  as  follows : 


Asessed  Valuation: 

Tangible  property: 

Secured  

Unsecured 

Total  

Intangible  property  .. 

Fisca 

1946-47 

$ 750,472,203 
. 110,943,045 

$ 861,415,248 
363,866,400 

1 Year 

1945-46 

$ 748,402,221 
99,461,736 
$ 847,863,957 
370,882,730 

Decrease* 

$ 2,069,982 
11,481,309 
$13,551,291 
7,016,330* 

Total  assessed  valuation 

$1,225,281,648 

$1,218,746,687 

$ 6,534,961 

Tax  Rates: 

Tangible  property: 

Secured  

$5.55 

$4.83 

$.72 

Unsecured  

4.83 

4.69 

.14 

Intangible  property 

.10 

.10 

An  analysis  and  comparison  of  the  assessed  valuations  shown  above, 
based  on  the  final  assessment  rolls  of  the  City  and  County  Assessor,  with- 
out adjustment  for  re-assessments  or  subsequent  cancellations,  is  set  forth 
below: 


Property  assessed  by  City  and 
County  Assessor: 

Tangible  property: 

Secured : 

Real  estate  and  improve- 
ments   

Personal  property  

Total  .... 

Less — Veterans’  exemp- 
tion ..... 

Remainder  

Unsecured — Personal 

property  ... 

Total  tangible  property 
Intangible  property — Solvent 
credits  (10c  per  $100)  


Fiscal  Year  Increase 

1946-47  1945-46  Decrease* 


$ 

676,889,220 

5,519,041 

$ 

667,637,890 

5,887,847 

$ 9,251,330 
368,806* 

$ 

682,408,261 

? 

673,525,737 

$ 8,882,524 

17,020,138 

8,727,596 

8,292,542 

$ 

665,388,123 

$ 

664,798,141 

$ 589,982 

110,943,045 

99,461,736 

11,481,309 

? 

776,331,168 

$ 

764,259,877 

$12,071,291 

$ 

301,861,190 

$ 

318,124,580 

$16,263,390* 

Property  assessed  by  State 
Board  of  Equalization: 

Tangible  property: 

Real  estate  and  improve- 
ments   $ 53,028,260  $ 51,646,490  $ 1,381,770 

Personal  property  .....  32,055,820  31,957,590  98,230 


Total  $ 

85,084,080  $ 

83,604,080  $ 1,480,000 

Intangible  property — Solvent 
credits  (10c  per  $100) $ 

62,005,210  $ 

52,758,150  $ 9,247,060 

Total  property  subject 
to  City  and  County 

taxes  $1,225,281,648  $1,218,746,687  $ 6,534,961 
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Properties  assessed  by  the  State  Board  of  Equalization  are  described 
under  Section  14  of  Article  XIII  of  the  Constitution  of  the  State  of  Cali- 
fornia as  follows: 

“All  pipe  lines,  flumes,  canals,  ditches  and  aqueducts  not  en- 
tirely within  the  limits  of  any  one  county,  and  all  property,  other 

than  franchise,  owned  or  used  by: 

(1)  Railroad  companies,  including  street  railways,  herein  defined 
to  include  interurban  railways,  whether  operating  in  one  or 
more  counties. 

(2)  Sleeping  car,  dining  car,  drawing  room  car  and  palace  car 
companies,  refrigerator,  oil,  stock,  fruit  and  other  car-loading 
and  other  car  companies,  operating  upon  the  railroads  in  the 
state. 

(3)  Companies  doing  express  business  on  any  railroad,  steamboat, 
vessel  or  stage  line  in  the  state. 

(4)  Telegraph  and  telephone  companies. 

(5)  Companies  engaged  in  the  transmission  or  sale  of  gas  or  elec- 
tricity.” 


REVENUE  FROM  FRANCHISE  TAXES  AND  LICENSES— $1,314,284.17 

Revenue  from  these  sources  increased  $124,671  as  compared  with  the  pre- 
ceding fiscal  year.  There  is  set  forth  below,  an  analysis  and  comparison  of 
revenue  from  franchise  taxes  and  licenses: 


Franchise  taxes: 

The  Pacific  Telephone  and  Telegraph  Co.  $ 452,926  $ 400,296  $ 52,630 

California  Street  Cable  Railroad  Com- 
pany   6,419  5,274  1,145 

American  District  Telegraph  Company . 7,580  7,175  405 

Pacific  Gas  and  Electric  Company 227,275  199,923  27,352 


Total  franchise  taxes 

Licenses : 

Business 

$ 

$ 

694,200 

485,766 

$ 612,668 
$ 461,031 

$ 81,532 
$ 24,735 

Professional  and  occupational 

43,625 

40,372 

3,253 

Vehicle  

57,553 

40,707 

16,846 

Non-business  

33,140 

34,835 

1,695* 

Total  licenses  

$' 

620,084 

$ 576,945 

$ 43,139 

Total  franchise  taxes  and 

licenses  

....  $1,314,284 

$1,189,613 

$124,671 

REVENUE  FROM  SUBVENTIONS  OF  THE  STATE  OF  CALIFORNIA 
AND  UNITED  STATES  GOVERNMENT— $18,270,856.03 

We  received  direct  confirmation  from  the  State  Controller  covering  all 
payments  of  Federal  and  State  subventions,  made  by  the  State  of  California 
to  the  City  and  County  of  San  Francisco  during  the  fiscal  year  ended  June 
30,  1947.  A comprehensive  and  extensive  test-check  of  payments  to  all  gen- 
eral city  and  county  departments  was  made  to  verify  their  receipt  and  credit 
to  the  proper  funds  and  revenue  accounts. 

Revenues  from  this  source  increased  $2,546,318  after  giving  effect  to  note 
(A)  in  the  following  comparison.  A detailed  analysis  and  comparison  of 
these  revenues  follows: 


Federal  and  State  subventions  received 
or  accrued  through  the  State  of 
California : 

For  School  Department: 

Elementary  schools  

High  schools  

Junior  college  

Teachers’  retirement  ..... 

Vocational  training  

Veterans’  training  

Child  Care  Center  

For  other  departments: 

Post-war  planning  subsidy  

Motor  vehicle  registration  fees 

for  county  roads  

Motor  vehicle  fuel  tax  for  county 

roads  

Motor  vehicle  fuel  tax  for  street 

improvements  

Motor  vehicle  license  fees  for 
traffic  control  ..... 

Aid  to  needy  children: 

Maintenance  of  minors  

Paid  to  parents  

Aid  to  needy  blind 

Aid  to  needy  aged  

Aid  for  Log  Cabin  Ranch 

Tuberculosis  aid  subsidy 

Public  health  subsidy. 

Alcoholic  beverage  licenses  .... 

Civilian  war  assistance 

Fire  Department  waterfront  and 

fire  boat  expense 

Candidate  filing  fees  ..  

Total  

Federal  subvention  received  directly 
from  United  States  Government — 
Community  project  subsidy 

Total  after  adjustment  per 

Note  (A)  

Add,  to  eliminate  adjustment  per 
Note  (A)  

Total  before  adjustment  per 


..  $ 2,698,170 
1,782,953 
248,547 
64,210 
87,871 
718,830 
332,757 

$ 2,697,702 
1,948,671 

57,303 

30,981 

200,593 

123,500 

$ 468 

165,718* 
248,547 
6,907 
56,890 
518,237 
209,257 

29,687 

85,598 

55,911* 

357,422 

302,352 

55,070 

. 1,358,866 

1,103, 857(A)  255,009 

774,086 

673,835 

100,251 

2,148,312 

1,296,907 

851,405 

104,984 

259,642 

187,872 

5,842,793 

23,559 

201,040 

57,270 

698,112 

145,174 

87,313 

180,176 

158,347 

5,278,619 

24,692 

170,220 

774,712 

405,107 

17,671 

79,466 

29,525 

564,174 

1,133* 

30,820 

57,270 

76,600* 

259,933* 

136,374 

121,543 

2,510 

14,831 

2,510* 

$18,258,531 

$15,724,538 

$2,533,993 

12,325 

12,325 

$18,270,856 

$15,724,538 

$2,546,318 

160,786 

160,786* 

$18,270,856 

$15,885,324 

$2,385,532 

Note  (A)  This  amount  does  not  include  funds  in  the  amount  of  $160,786.20 
^ taken  into  revenue  during  the  fiscal  year  1945-46  which  were  due 
from  the  Motor  Vehicle  Fund  at  June  30,  1945.  These  funds  were 
not  taken  into  revenue  during  the  fiscal  year  1944-45  pending 
settlement  of  a counter  claim  by  the  State  of  California  for  in- 
terest on  unemployment  relief  loans  made  to  the  City  in  1934. 
During  the  fiscal  year  1945-46,  the  dispute  was  settled  and  the 
amount  of  $160,786.20  was  taken  into  revenue  and  the  amount  of 
$40,673.96,  covering  settlement  of  the  disputed  interest,  was 
charged  to  expense. 

Motor  vehicle  license  fees  apportioned  to  the  City  and  County  increased 
$851,405  as  compared  with  the  preceding  fiscal  year  due  principally  to  higher 
license  fees  applicable  to  new  motor  vehicles. 
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REVENUE  FROM  GENERAL  CITY  AND  COUNTY  SERVICES— 
$3,774,663.20 

A comprehensive  analysis  and  comparison  of  these  revenues  is  set  forth 
on  Schedule  1,  Exhibit  B.  Revenue  from  these  sources  increased  $678,144 
compared  with  the  preceding  fiscal  year,  as  set  forth  in  detail  on  the  afore- 
mentioned schedule. 

REVENUE  FROM  FINES,  FORFEITS  AND  FENALTIES — 

$1,349,743.20 

Revenue  from  these  sources  showed  an  increase  of  $342,382  as  compared 
with  the  preceding  fiscal  year.  Revenue  from  traffic  fines  accounted  for 
$298,718  of  this  increase,  due  principally  to  the  factors  set  forth  below  which 
were  in  effect  during  a portion  of  the  fiscal  year  1945-46  as  compared  with 
the  entire  fiscal  year  under  review: 

(a)  Ordinances  increasing  fines  for  certain  traffic  violations, 

(b)  Increased  number  of  tags  for  traffic  violations,  and 

(c)  Schedule  of  fines  covering  moving  traffic  violations. 

REVENUES  FROM  HOUSING  AUTHORITY  IN  LIEU  OF  TAXES— 
$409,109.41 

This  caption  represents  collections  from  the  Housing  Authority  of  the  City 
and  County  of  San  Francisco  in  lieu  of  taxes  on  low-rent  housing  projects. 
These  revenues  increased  slightly  as  compared  with  the  preceding  fiscal  year. 

EXPENDITURES  AND  ENCUMBRANCES— 

GENERAL  CITY  AND  COUNTY 

We  reviewed  the  appropriation  ledgers  and  made  test  checks  to  determine 
that  the  total  appropriations,  encumbrances  and  expenditures  recorded  there- 
in were  in  accordance  with  the  annual  appropriation  ordinance,  supplemental 
appropriations  and  intra-departmental  appropriation  transfers. 

GENERAL  CITY  AND  COUNTY  DEPARTMENTAL  EXPENSES— 
$58,452,825.60 

General  City  and  County  departmental  expenses  increased  $10,050,349  as 
compared  with  the  preceding  fiscal  year.  A detailed  analysis  and  comparison 
of  these  expenses  appears  on  Schedule  2,  Exhibit  B.  A functional  summary 
and  comparison  follows: 


Fiscal  Year  Ended  June  30, 

1947  1946  Increase 


General  government 

.....  $ 6,193,960 

$ 5,121,793 

$ 1,072,167 

Public  safety.. 

10,857,547 

9,147,030 

1,710,517 

Highways 

1,473,383 

1,370,111 

103,272 

Sanitation  and  waste  removal 

1,842,717 

1,343,904 

498,813 

Health  conservation  .. 

1,375,166 

1,071,950 

303,216 

Hospitals 

4,726,102 

3,871,673 

854,429 

Charities  .... 

...  10,177,330 

9,054,017 

1,123,313 

Corrections 

828,720 

647,780 

180,940 

Schools  and  libraries  . 

16,756,124 

13,319,648 

3,436,476 

Recreation _ 

4,221,777 

3,454,571 

767,206 

Total 

$58,452,826 

$48,402,477 

$10,050,349 

COMBINED  PROPRIETARY  BALANCE  SHEET— ALL  FUNDS 

The  following  comments,  unless  otherwise  mentioned,  are  limited  to  the 
General  City  and  County  funds  shown  on  Exhibit  A.  The  figures  shown  on 
Exhibits  A and  D for  the  Public  Service  Enterprises  are  in  agreement  with 
those  reported  to  us  by  the  respective  auditors  and  are  subject  to  the  com- 
ments contained  in  their  reports. 
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FIXED  CAPITAL — $233,729,926.91 

A summary  of  properties  and  fixed  capital  as  of  June  30,  1947,  is  shown  on 
Exhibit  F submitted  herewith.  We  reviewed  the  records  pertaining  to  prop- 
erty additions  and  retirements.  We  also  examined  all  vouchers  covering  major 
additions  during  the  fiscal  year  ended  June  30,  1947,  and  found  them  to  rep- 
resent proper  additions  to  the  property  accounts. 

Fixed  capital  of  $233,729,926.91  at  June  30,  1947,  represents  the  net  invest- 
ment of  the  City  and  County  in  properties,  other  than  those  of  the  Public 
Service  Enterprises,  without  giving  effect  to  depreciation  or  adjustments  to 
reflect  fully  equipment  traded  in  or  abandoned. 

While  adequate  procedures  have  been  provided  for  the  accountability  of 
equipment,  it  was  noted  that  a perpetual  inventory  of  equipment,  and  the 
procedures  in  regard  thereto,  have  not  been  currently  maintained  in  accord- 
ance with  Section  88  of  the  Charter  and  provisions  of  the  Municipal  Code 
We  are  advised  that  this  has  been  due  to  shortage  of  personnel  and  funds,  and 
to  the  increased  work  load.  According  to  information  furnished  to  us,  equip- 
ment inventory  records  are  being  maintained  based  upon  a survey  made 
several  years  ago  and  upon  purchasing  documents  and  reports  from  depart- 
ments. We  are  also  informed  that  additional  personnel  is  required  to  maintain 
these  records  in  a current,  tabulated  form,  and  to  make  periodic  checks  of 
equipment  in  all  of  the  various  departments  as  required  by  Section  88  of  the 
Charter. 

CASH— $30,177,039  05 

Cash  on  deposit  with  the  City  and  County  Treasurer,  in  the  amount  of 
$29,464,935.98  as  at  June  30,  1947,  was  verified  by  the  General  Audit  Division 
of  the  Controller’s  office.  A copy  of  the  report  on  their  examination,  dated 
September  2,  1947,  is  included  in  another  section  of  the  annual  report  of  the 
Controller.  We  reviewed  the  report  and  determined  that  the  various  fund 
balances  shown  therein  were  in  agreement  with  the  cash  records  of  the  Con- 
troller. 

Cach  in  transit,  amounting  to  $671,803,07,  was  verified  by  the  General  Audit 
Division  of  the  Controller’s  office  as  having  been  satisfactorily  accounted  for 
subsequent  to  June  30,  1947. 

Revolving  funds  totaling  $40,300.00  were  confirmed  directly  to  us  by  the 
custodians  thereof.  All  changes  in  revolving  funds  during  the  fiscal  year 
enaed  June  30,  1947,  were  properly  supported  by  ordinances  as  required  by 
the  Charter. 


TAXES  AND  PENALTIES  RECEIVABLE — $1,603,020.25 
A summary  of  taxes  and  penalties  receivable  follows : 


Secured 

Unsecured 

Total 

Taxes : 

Current  year,  1946-47  

...  $327,821.51 

$ 129,958.01 

$ 457,779.52 

Prior  years: 

1945-46  

..  $ 48,554.92 

$ 62,841.29 

$ 111,396.21 

1944-45  

. 16,714.93 

38,475.77 

55,190.70 

1943-44  

11,904.25 

51,152.60 

63,056.85 

1942-43  and  prior  years 

..  120,406.01 

724,095.37 

844,501  38 

Total  .. 

$197,580  11 

$ 876,565.03 

$1,074,145  14 

Total  

$525,401.62 

$1,006,523.04 

$1,531,924.66 

Penalties,  costs  and  interest  

20,263.80 

129,196.07 

149,459.87 

Total  ... 

$545,635.42 

$1,135,719.11 

$1,681,384.53 

Less — Unallocated  collections  of 
delinquent  secured  tax 

installments 

...  78,364.28 

78,364.28 

Remainder,  taxes  and 

penalties  receivable 

. $467,301.14 

$1,135,719.11 

$1,603,020.25 
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Taxes  and  penalties  receivable  were  not  confirmed  by  communication  with 
the  property  owners,  but  we  made  the  following  verifications  thereof: 

1.  All  charges  and  credits  to  the  Controller’s  accounts  covering  taxes  and 
penalties  receivable,  were  verified  by  reference  to  the  original  tax  as- 
sessment rolls,  re-assessment  rolls,  tax  collection  reports,  resolutions 
of  the  Board  of  Supervisors,  and  other  supporting  records. 

2.  We  reviewed  the  tabulating  runs  of  the  various  unpaid  taxes  and 
penalties  at  June  30,  1947,  and  found  them  to  be  in  agreement  with  the 
Controller’s  records  except  for  minor  differences  which  were  account- 
ed for  and  corrected  subsequent  to  June  30,  1947. 

3.  We  test-checked  the  amounts  and  footings  shown  by  the  tabulating 
runs  covering  unpaid  taxes  at  June  30,  1947,  as  shown  by  the  delin- 
quent tax  roll  volumes. 

Unsecured  taxes  and  penalties  aggregating  $1,135,719.11,  as  shown  above, 
are  reserved  in  the  amount  of  $1,130,138.32  to  provide  for  the  possibility  of 
nonpayment.  Except  for  the  unreserved  portion,  these  taxes  are  taken  into 
revenue  during  the  fiscal  year  in  which  they  are  actually  collected. 


FRANCHISES  AND  SUBVENTIONS  RECEIVABLE— $3,811,995.71 

A summary  of  the  accounts  and  items  included  under  this  caption,  is  set 
forth  below : 


Franchise  taxes  receivable: 

Pacific  Telephone  and  Telegraph  Company.-  $ 310,000.00 

Pacific  Gas  and  Electric  Company 111,044.28 

American  District  Telegraph  Company 3,300.00 

California  Street  Cable  Railroad  Company....  3,079.69 


Total  franchise  taxes  receivable 

Subventions  receivable  from  the  State  of  California: 


Veterans’  training  $ 530,694  90 

Veterans’  counseling 8,625.00 

Motor  vehicle  registration  fees 324,000.00 

Motor  vehicle  fuel  tax  583,539.04 

Motor  vehicle  license  fees 1,203,631.28 

Aid  to  needy  children 72,761.39 

Aid  to  needy  blind  558.54 

Aid  to  needy  aged  26,566.08 

Aid  for  Log  Cabin  Ranch  14,500.00 

Tuberculosis  aid  subsidy  100,000.00 

Public  health  program  8,554.79 

Inspectional  services — Child  care 5,253.00 

Inspectional  services — Aged  1,988.94 

Alcoholic  beverage  licenses  443,780.82 

Civilian  war  assistance  11,317.96 

Fire  Department  waterfront  and  fire 
boat  expense 48,800.00 


$ 427,423.97 


Total  subventions  receivable 


3,384,571.74 


Total  franchises  and  subventions  receivable  $3,811,995.71 

Fianchise  taxes  receivable,  aggregating  $427,423.97,  are  based  on  conser- 
vative estimates  of  accrued  revenue  from  this  source  as  at  June  30,  1947.  We 
communicated  with  all  of  the  companies  shown  above  requesting  estimates  of 
the  accrued  franchise  tax  due  to  the  City  and  County  of  San  Francisco  as  at 
Jun  ■ 30,  1947.  The  estimates  received  from  these  companies  totaled 
$454,965.97,  or  $27,542.00  in  excess  of  the  total  amount  shown  in  the  foregoing 
summary. 

Subventions  receivable  from  the  State  of  California,  aggregating 
$3,384,571.74  at  June  30,  1947,  were  either  subsequently  collected,  verified  by 
direct  confirmation  to  us,  or  reviewed  as  to  basis  and  computation. 

ACCRUED  INTEREST  RECEIVABLE— $200,030.31 

Accrued  interest  receivable  as  at  June  30,  1947,  was  verified  by  checking 
the  computation  thereof. 
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OTHER  ACCOUNTS  RECEIVABLE— $1,305,143.80 
RESERVE  FOR  OTHER  ACCOUNTS  RECEIVABLE— $1,125,354.56 
The  accounts  included  under  this  caption  are  summarized  below: 


Fully  reserved  accounts: 

Departmental  accounts  receivable: 

Current  - - ....$  378,368.05 

Transferred  to  Bureau  of  Deliquent  Revenue  735,239.50 

Golden  Gate  Bridge  and  Highway  District — Disputed  claim  ...  10,372.00 

Housing  Authority  of  the  City  and  County  of 
San  Francisco — Disputed  claim  1,375.01 


Total  fully  reserved  accounts $1,125,354.56 

Other  accounts : 

Tuition  billed  to  other  counties  by  School  Department 136,118.62 

Miscellaneous  accounts  receivable  of  School  Department 14,388.10 

All  other  ...  29,282.52 


Total  $1,305,143.80 


As  indicated  in  the  above  summary,  accounts  totaling  $1,125,354.56  are 
fully  reserved  to  cover  uncollectibility  and  to  defer  taking  into  revenue,  until 
collection,  the  amounts  representing  departmental  accounts  receivable. 

Departmental  accounts  receivable  were  not  confirmed  by  communication 
with  the  debtors.  Accounts  receivable  of  the  School  Department  are  verified 
in  connection  with  the  examination  of  that  department’s  accounts  by  other  in- 
dependent certified  public  accountants. 


INVESTMENTS— $51,410,527.97 

A condensed  summary  of  investments  is  set  forth  below : 


Securities : 

Employees’  Retirement  System: 

United  States  Government  bonds 

Municipal  bonds 

Pit-  V-Oue 

$46,419,000.00 

....  2,650,325.00 

Book  Value 

$46,614,729.34 

2,927,684.73 

1,012,851.34 

430,255.18 

Public  utility  bonds 

990,000.00 

Railroad  bonds  . 

432,100.00 

Total 

$50,491,425.00 

$50,985,520.59 

Bequests  and  Trust  Funds: 

Bonds  

$ 373,000.00 

$ 373,923.13 

Stocks 

26.50 

94.25 

Total  

$ 373,026.50 

$ 374,017.38 

Total  securities 

$50,864,451.50 

$51,359,537.97 

Other  Investments — Bequests  and  Trust  Funds: 

Real  estate  . 

_$  50,970.00 

Miscellaneous  

20.00 

Total  other  investments $ 50,990.00 


Total  investments . $51,410,527.97 


Investment  securities  are  valued  at  cost,  adjusted  for  amortization  of  bond 
premiums  or  accumulation  of  bond  discounts. 

The  securities  of  the  Employees’  Retirement  System  were  jointly  verified 
as  at  June  30,  1947,  by  other  independent  certified  public  accountants  and  by 
the  Controller’s  General  Audit  Division,  as  set  forth  in  its  report  dated  Sep- 
tember 2,  1947.  These  securities  are  held  in  trust  for  the  Employees’  Retire- 
ment System  and,  in  accordance  with  Section  159  of  the  Charter,  the  exclu- 
sive control  over  the  administration  and  investment  of  its  funds  is  under  the 
Retirement  Board. 
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The  securities  of  the  bequest  and  trust  funds  were  examined  and  verified 
by  the  Controller’s  General  Audit  Division  as  set  forth  in  their  aforemention- 
ed report  dated  September  2,  1947. 

Collateral  securities  deposited  by  banks  and  having  a market  value  of 
$(>4,536,541.62,  as  at  June  30,  1947,  are  not  shown  on  the  accompanying  ex- 
hibits and  schedules  but  were  examined  and  verified  by  the  Controller’s  Gen- 
eral Audit  Division  and  found  to  comply  with  all  legal  requirements.  This 
examination  is  also  covered  in  the  previously  mentioned  report  of  the  General 
Audit  Division. 

UNITED  STATES  WAR  SAVINGS  BONDS  FOR  RESALE— $30,637.50 
We  counted  the  bonds  on  hand  at  August  1,  1947,  and  reconciled  the  total 
thereof  with  the  balance  as  shown  by  the  Controller’s  records  as  at  June  30, 
1947. 

LEASE  GUARANTEE  DEPOSITS  (U.  S.  TREASURY  BONDS)— 
$122,750.00 

The  securities,  representing  deposits  with  the  City  and  County  in  connection 
with  property  leases,  were  inspected  on  June  30, 1947,  by  the  Controller’s  Gen- 
eral Audit  Division.  We  verified  these  deposits  by  securing  direct  confirma- 
tions from  the  depositors.  The  contra  liability  for  these  deposits  is  included 
under  the  caption  “Other  Liabilities  and  Reserves.” 

MATERIALS  AND  SUPPLIES— $529,490.16 

Materials  and  supplies  at  June  30,  1947,  were  comprised  as  follows: 


School  Department ..  $248,541.79 

Fire  Department 110.755.52 

Central  Warehouse  *.  34,348.43 

Recreation  Department 9,909.46 

Park  Commission  stores  9,360.91 

Purchasing  Department — Stationery  . 7,293.98 

Department  of  Public  Works — Sub-stores 5,295.05 

Sheriff’s  stores  ...  3,985.02 

Other  departments  (estimated)  100,000.00 


Total  $529,490.16 


We  have  been  informed  that,  with  the  exception  of  the  materials  and  sup- 
plies inventory  for  the  Fire  Department  and  the  estimate  of  $100,000.00  for 
other  departments,  the  amounts  set  forth  above  are  based  on  physical  in- 
ventories taken  by  employees  of  the  City  and  County  on  or  recently  preceding 
June  30,  1947.  The  value  of  the  School  Department  inventory  is  in  agreement 
with  that  department’s  accounts  which  are  examined  by  other  independent 
public  accountants.  We  did  not  verify  inventory  quantities  but  test-checked 
extensions  and  footings  on  the  aforementioned  inventories  of  the  Central 
Warehouse,  Fire,  Purchasing,  Public  Works  and  Recreation  Departments. 
The  estimate  of  $100,000.00  to  cover  materials  and  supplies  inv.nto'.ies  of 
other  departments  was  reviewed  with  City  and  County  officials  and  in  our 
opinion  represents  a fair  estimate  of  the  value  of  these  inventories. 

COMMITMENTS— UNCOMPLETED  CONTRACTS,  PURCHASE 
ORDERS  AND  OTHER— $1,208,341.12 

The  portion  of  uncompleted  contracts,  purchase  orders  and  other  commit- 
ments deferred  at  June  30,  1947,  is  as  follows: 


Original  Balance, 

Amount  June  30.  19-1' 


Land  purchases: 
Yacht  Harbor 

$390,707.03 

$ 82,379.31 

Fleishhacker  Playground 

363,986.18 

137.25  4.18 

Total 

$ 219,633.49 
988.707.63 

Uncompleted  contracts  and  purchase  orders- 

—Capital  Funds 

Total 

$1,208,341.12 

All  commitments  covering  encumbrances  as  of  June  30,  1947,  applicable  to 
general  City  and  County  current  funds,  were  charged  against  general  City 
and  County  current  surplus  at  the  close  of  the  fiscal  year  under  review. 

RELIEF  EXPENDITURES  FINANCED  BY  LONG  TERM  LOANS— 
$538,000  00 

Unemployment  relief  expenditures,  financed  by  long-term  loans  and  pay- 
able from  revenues  of  future  years,  were  deferred  to  the  amount  of  $538,000.00 
as  at  June  30,  1947,  and  represent  unmatured  relief  bonds  issued  by  the  City 
and  County  of  San  Francisco  as  follows : 

Total  amount  sold  September  1,  1932  $6,500,000.00 

Less — Amount  matured  to  June  30,  1947 5,962,000.00 

Remainder,  maturing  September  1,  1947 $538,000.00 

OTHER  DEFERRED  CHARGES— $520,068.52 
Other  deferred  charges  consist  of  the  following: 

Current  Funds : 

Expenditures  and  encumbrances  on  uncompleted  projects  for 

lighting  of  public  streets  and  buildings  _ . $482,588.87 

School  Department  shop  account  covering  labor  and  supplies  on 

uncompleted  shop  work ...  12,700.02 

Travel  and  expense  advances  5,852.84 

Deposits — Air  travel  and  electricity  1,318.08 

Miscellaneous  deferred  charges 1,534.86 

Total  ...  $503,994.67 

Trust  and  Assessment  Funds: 

Expenditures  by  Employees’  Retirement  System  on  uncompleted 

work  orders 16,073.85 


Total $520,068.52 

The  amount  shown  for  the  shop  account  of  the  School  Department  is  in 
agreement  with  its  records  which  are  audited  by  other  independent  public 
accountants.  Travel  and  expense  advances  were  substantiated  to  our  satisfac- 
tion. Deposits  were  verified  by  direct  confirmations  from  the  depositaries. 
The  composition  of  the  remaining  deferred  charges  is  set  forth  in  the  above 
analysis. 

BONDED  DEBT— $116,868,000.00  (INCLUDING  PUBLIC  SERVICE  EN- 
TERPRISES) 

A schedule  of  all  City  and  County  bonds  outstanding  at  June  30,  1947,  is  set 
forth  on  Exhibit  G of  this  report.  A bond  redemption  schedule  is  also  sub- 
mitted on  Exhibit  H.  The  changes  in  bonded  indebtedness  during  the  fiscal 
year  ended  June  30,  1947,  are  shown  in  detail  on  Exhibit  G and  are  summar- 
ized as  follows: 


Total  City 
and  County 

General  City 
and  County 

Public 

Service 

Enterprises 

Bonds  outstanding,  June  30,  1946  .... 
Bonds  sold  during  the  fiscal  year  ._ 

...  $114,734,200 
...  10,500,000 

$28,376,000 

$86,358,200 

10,500,000 

Total .... 

$125,234,200 

$28,376,000 

3,669,000 

$96,858,200 

4,697,200 

Bonds  redeemed  during  the 

fiscal  year 

8,366,200 

Bonds  outstanding,  June  30,  1947  ... 

...  $116,868,000 

$24,707,000 

$92,161,000 

Sales  of  bonds  during  the  fiscal  year  ended  June  30,  1947,  were  authorized 
by  resolutions  of  the  Board  of  Supervisors,  and  the  proceeds  thereof  were 
credited  to  the  proper  funds.  We  inspected  all  bonds  redeemed  and  canceled 
during  fiscal  year  under  review. 


46 


Bonds  authorized  but  unissued  at  June  30,  1947,  aggregated  $13,600,000.00 
as  follows: 

General  City  and  County: 

1944  Sewer  Bonds  $8,000,000 

1944  Juvenile  Home  and  Court  bonds  1,100,000 

Total  $ 9,100,000 

Public  Service  Enterprises — 1945  Airport  bonds  . 4,500,000 

Total  bonds  authorized  but  unissued,  June  30,  1947  $13,600,000 

The  changes  in  bonds  authorized  but  unissued  during  the  fiscal  year  were 
as  follows: 

Bonds  authorized  but  unissued  at  June  30, 1946  $24,500,000 

Deduct: 

Bonds  canceled  during  the  fiscal  year: 

1944  Juvenile  Home  and  Court  bonds  $ 150,000 

1942  Water  Works  System  bonds  250,000 

Total  bonds  canceled  .....  ..  $ 400,000 

Bonds  sold  during  the  fiscal  year — 

1945  Airport  bonds 10,500,000 


Total  bonds  sold  and  canceled  ...  10,900,000 

Bonds  authorized  but  unissued  at  June  30,  1947 $13,600,000 


The  cancellations  of  bonds  during  the  fiscal  year  were  duly  authorized 
by  ordinances  passed  by  the  Board  of  Supervisors. 

Section  104  of  the  Charter  provides  that  the  bonded  debt  of  the  City  and 
County,  exclusive  of  (1)  debt  incurred  for  the  financing  of  public  improve- 
ments, the  cost  of  which  is  assessed  against  private  property  benefiting  there- 
by, and  (2)  debt  incurred  for  water  supply,  storage  or  distribution  purposes, 
shall  not  exceed  12  % of  the  assessed  value  of  all  real  and  personal  property 
subject  to  City  and  County  taxes. 

The  12%  limitation  on  the  total  bonded  debt  amounted  to  $153,817,443,  as 
at  June  30,  1947,  and  was  determined  as  follows: 

Assessment  roll  of  March,  1947,  for  the  fiscal  year  1947-1948, 
before  adjustments  for  re-assessments  and  canceled  assess- 
ments : 

Real  estate,  improvements  and  secured  personal  property 


taxable  at  $5.62  per  $100.00  (1947-1948  rate)  '$  767,703,441 

Unsecured  tangible  personal  property  taxable  at  $5.55  per 
$100.00  (1946-1947  rate)  .......  145,914,741 

Total  tangible  property  $ 913,618,182 

Solvent  credits,  taxable  at  the  rate  of  10c  per  $100.00  368,193,847 

Total  $1,281,812,029 

12%  of  total  assessed  value  of  all  real  and  personal  property 
subject  to  City  and  County  taxes  $ 153,817,443 
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The  bonded  debt  on  June  30,  1947,  subject  to  the  12%  limitation,  amounted 
to  $40,841,000  as  determined  below,  and  complied  with  Section  104  of  the 
Charter: 

Unmatured  bonds  outstanding $116,801,000 

Deduct — Unmatured  bonded  indebtedness  created  for  water 
supply,  storage,  or  distribution  purposes,  not  subject  to  12% 
limitation  75,960,000 

Unmatured  outstanding  bonds  subject  to  12%  limitation .'$  40,841,000 


The  limitation  on  future  bond  authorizations  as  at  June  30,  1947,  based 
upon  the  1947-1948  assessment  rolls,  is  as  follows: 

12%  limitation,  as  above $153,817,443 

Deduct — Unmatured  outstanding  bonds  subject  to  the  12% 

limitation,  as  above 40.841,000 

Remainder,  limitation  on  future  bond  issues.. $112,976,443 

Deduct — Bonds  authorized,  but  unsold 13,600,000 

Limitation  on  future  bond  authorizations $ 99,376,443 

BOND  INTEREST— $388,324.04 

The  items  included  under  this  caption  are  as  follows : 

Matured  coupons,  not  presented  for  payment $ 32,805.25 

Accrued  bond  interest: 

Due  July  1,  1947  ......  .......  $198,222.50 

Due  subsequent  to  July  1,  1947 157,296.29  355,518.79 

Total  $388,324.04 

We  reviewed  and  verified  the  mathematical  accuracy  of  the  trial  balances 
covering  unpaid  matured  interest  coupons  aggregating  $32,805.25  at  June 
30,  1947.  Matured  interest  coupons  paid  during  the  fiscal  year  under  review 
were  not  inspected.  The  system  of  internal  check  in  regard  thereto  was  re- 
viewed and,  in  our  opinion,  was  adequate. 

Accrued  bond  interest  at  June  30,  1947,  was  verified  by  computation. 

OUTSTANDING  WARRANTS  AND  PAY  ROLL  DEDUCTIONS— 
$5,769,982.31  (INCLUDING  PUBLIC  SERVICE  ENTERPRISES) 

We  reviewed  all  reconciliations  of  warrants  and  pay  roll  deductions  out- 
standing as  at  June  30,  1947,  and  verified  the  mathematical  accuracy  thereof. 
We  also  made  test  inspections  of  the  following: 

1.  Original  warrants  outstanding  at  June  30,  1947,  but  paid  as 
at  the  time  of  our  examination,  and 

2.  Copies  of  warrants  outstanding  at  June  30,  1947,  and  unpaid 
at  the  time  of  our  examination. 

ACCOUNTS  PAYABLE  AND  RESERVE  FOR  ENCUMBRANCES— 
$4,868,950.51 

The  amount  shown  under  this  caption  represents  the  aggregate  total  of  un- 
liquidated encumbrances  as  at  June  30,  1947.  These  encumbrances  were  veri- 
fied by  test  inspections  of  the  supporting  contracts,  purchase  orders  and 
records  of  other  encumbrances. 

COMMITMENTS— OTHER— $219,633.49 

These  commitments  are  detailed  under  the  previous  caption  entitled  “De- 
ferred Charges”.  We  verified  the  amount  of  the  commitments  by  securing  di- 
rect confirmations  thereof.  An  amount  equal  to  these  commitments  is  included 
under  deferred  charges. 
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OTHER  LIABILITIES  AND  RESERVES — $123,988.86 

Other  liabilities  and  reserves  at  June  30,  1947,  consist  of  the  following: 


Liability  for  lease  deposits  as  per  contra ...  $122,750.00 

Miscellaneous  reserves  ..  1,238.86 

Total  ...  $123,988.86 


The  liability  for  lease  deposits  was  verified  by  confirmations  received  direct- 
ly from  the  depositors  thereof. 


TRUST  AND  ASSESSMENT  FUND  BALANCES— $56,043,728.52 

A summary  of  trust  and  assessment  fund  balances  at  June  30,  1947,  is  set 
forth  below: 

Public  trust  funds: 

Unapplied  balances  as  shown  on  Exhibit  L: 

Employees’  Retirement  System  fund $53,049,867.64 

Other  funds  ...  1,047,295.97 


Total  as  shown  on  Exhibit  L 


$54,097,163.61 


Add  or  deduct*  amounts  reflected  only  in 
either  the  proprietary  or  funding  ledger: 

State  highway  fund  . $ 88,688.65 

Employees’  Retirement  System  fund 33,550.72* 

Health  service  fund 75.00  55,212.93 


Fund  balance  as  reflected  on  proprietary  balance  sheet $54,152,376.54 

Private  trust  funds,  unapplied  balances  as  shown  on  Exhibit  L 1,362,828.61 
Assessment  and  redemption  funds,  unapplied  balances  as 

shown  on  Exhibit  L 12,683.90 

Agency  funds,  unapplied  balances  as  shown  on  Exhibit  L 515,839.47 


Total  trust  and  assessment  fund  balances  at  June  30,  1947, 

as  shown  on  Exhibit  A $56,043,728.52 


TAXES  COLLECTED  FOR  FISCAL  YEAR  1947-48— $2,968,730.72 

The  above  amount  represents  personal  property  taxes  for  the  fiscal  year 
1947-48  which  were  collected  by  the  Assessor  and  deposited  with  the  Treas- 
urer prior  to  July  1,  1947. 


OTHER  DEFERRED  CREDITS— $930,794.14 
Other  deferred  credits  are  as  follows : 

Subventions  received  in  advance  from  the  State  of  California  . $670,099.76 
Tuition  billed  to  other  counties  by  School  Department,  not  taken 

into  revenue  until  collected  . 136,118.62 

Unrefunded  deposits  collected  by  various  City  departments 58,854.60 

Rents  received  in  advance  19,704.11 

Miscellaneous  46,017.05 


Total 


$930,794.14 


Subventions  received  in  advance  were  confirmed  by  the  Department  of 
Social  Welfare,  State  of  California.  Tuition  billed  to  other  counties  by  the 
School  Department  is  verified  in  connection  with  the  examination  of  the  ac- 
counts of  that  department  by  other  independent  certified  public  accountants. 
The  other  items  were  reviewed  and  test-checked. 
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CONTINGENT  LIABILITIES 

The  City  and  County  of  San  Francisco  is  subject  to  a contingent  liability  by 
reason  of  participation  in  the  Golden  Gate  Bridge  and  Highway  District. 
Bonds  of  that  District,  outstanding  in  the  amount  of  $34,000,000.00  at  June 
30,  1947,  are  a general  obligation  of  the  District  and,  to  the  extent  that  rev- 
enues of  the  District  may  be  insufficient  to  meet  operating  expenses,  interest 
and  redemption  charges,  are  payable  from  ad  valorem  taxes  which  may  be 
levied,  without  limitation  as  to  rate  or  amount,  upon  all  taxable  property 
within  the  District.  The  Golden  Gate  Bridge  and  Highway  District  includes 
the  City  and  County  of  San  Francisco,  the  Counties  of  Marin,  Sonoma  and  Del 
Norte  and  portions  of  Napa  and  Mendocino  Counties.  The  following  informa- 
tion regarding  the  bridge  operations  has  been  taken  from  the  audit  reports 
covering  examinations  of  the  accounts  of  the  District  by  other  independent 
certified  public  accountants: 


GOLDEN  GATE  BRIDGE  AND  HIGHWAY  DISTRICT 
SUMMARY  OF  OPERATIONS,  SURPLUS  AND  INSURANCE  RESERVES 
FOR  THREE  YEARS  ENDING  JUNE  30,  1947 


Fisc 

al  Year  Ended  June 

s 30, 

1945 

1946 

1947 

Income  available  for  bond  interest 
and  redemption 

$2,287,508.84 

$3,074,599.51 

$3,286,929.68 

Bond  interest  

1,492,950.00 

1,484,100.00 

1,475,250.00 

Net  income  for  the  year 

$ 794,558.84 

$1,590,499.51 

$1,811,679.68 

Surplus  accounts  at  end  of  year  ... 

$2,696,287.47 

$3,960,121.69 

$5,585,105.80 

Insurance  reserves  at  end  of  year 

953,882.51 

1,287,587.83 

1,524,384.30 

Bond  maturities  of  the  District  are  as  follows: 

Amount 

Maturing 


Maturity  Dates 

Annually 

Total 

July  1,  1947  to 

1951,  inclusive  — 

....  $ 400,000.00 

$ 2,000,000.00 

•July  1,  1952  to 

1956,  inclusive  ... 

800,000.00 

4,000,000.00 

July  1,  1957  to 

1961,  inclusive 

...  1,200,000.00 

6,000,000.00 

July  1,  1962  to 

1966,  inclusive  ..  .. 

...  1,600,000.00 

8,000,000.00 

July  1,  1967  to 

1971,  inclusive  

2,800,000.00 

14,000,000.00 

Total  bonds  of  the  District  outstanding,  June  30, 1947  $34,000,000.00 


Contingent  liabilities  of  the  School  Department  (San  Francisco  Unified 
School  District)  and  the  San  Francisco  City  and  County  Employees’  Retire- 
ment System  are  set  forth  in  the  audit  reports  of  the  other  independent  certi- 
fied public  accountants. 

We  have  been  informed  by  the  office  of  the  City  Attorney  that  at  June  30, 
1947,  the  City  and  County  of  San  Francisco  was  contingently  liable  for  an  un- 
determined amount  by  reason  of  pending  litigation  wherein  the  amount  pray- 
ed for  aggregated  $18,007,103.88,  of  which  $12,118,513.60  was  applicable  to  the 
Municipal  Railway  of  San  Francisco.  The  accompanying  statements  pertain- 
ing to  the  Municipal  Railway  of  San  Francisco  include  a reserve  for  accident 
claims  in  the  amount  of  $2,357,453.51. 
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COMBINED  FUNDS  BALANCE  SHEET— ALL  FUNDS 

The  Combined  Funds  Balance  Sheet — All  Funds,  June  30,  1947  is  submitted 
on  Exhibit  I.  The  status  of  the  various  funds  at  June  30,  1947,  is  set  forth  in 
detail  on  Exhibits  J,  K,  L and  M. 

A reconciliation  of  the  Combined  Funds  Balance  Sheet  with  the  Combined 
Proprietary  Balance  Sheet  is  shown  on  Exhibit  N. 

The  Cash  Reserve  Fund  balance  at  June  30,  1947,  conformed  to  the  provi- 
sions of  Section  80  of  the  Charter  and  amounted  to  $4,737,432.75  as  follows: 


Cash  $2,385,986  38 

Temporary  loans  to  other  funds  1,340,000.00 

Other  interfund  accounts,  net 1,011,446.37 

Total  $4,737,432.75 


Section  81  of  the  Charter  provides  that  this  Cash  Reserve  Fund  is  to  be  used 
for  making  temporary  loans  exclusively  for  the  following  purposes: 

1.  Payment  in  any  fiscal  year  of  legally  budgeted  expenditures  for  such 
year  in  anticipation  of  the  collection,  after  the  close  of  such  fiscal  year, 
of  legally  collectible  taxes  and  other  revenues,  as  set  forth  in  the 
budget  and  the  appropriation  ordinance  for  such  fiscal  year,  and 

2.  Payment  of  that  portion  of  the  autho;ized  expenses  of  the  City  and 
County  for  any  fiscal  year,  which,  as  certified  to  the  Board  of  Supervi- 
sors by  the  Controller,  becomes  due  and  payable  and  must  be  paid  prior 
to  the  receipt  of  tax  payments  for  such  fiscal  year. 

GENERAL 

The  following  general  City  and  County  funds,  appearing  on  Exhibit  J,  show- 


ed deficits  at  June  30,  1947: 

Auditorium  $167,930.42 

Firemen’s  relief  and  pensions 171,207.14 

Police  relief  and  pensions 103,235.58 

Total ......  $442,373.14 


These  deficits  were  created  prior  to  the  adoption  of  the  present  Charter, 
which  became  effective  January  8,  1932.  With  the  exception  of  slight  adjust- 
ments, the  above  amounts  are  substantially  the  same  as  on  the  aforementioned 
date.  Inasmuch  as  Section  86  of  the  present  Charter  is  designed  to  prevent  any 
deficit  from  being  created  after  its  adoption,  it  is  again  recommended  that 
some  legal  means  be  found  to  dispose  of  these  old  deficits. 

CERTIFICATE 

In  our  opinion,  subject  to  the  foregoing  comments  and  limitations  on  the 
scope  of  our  examination,  the  accompanying  proprietary  and  funding  balance 
sheets  and  related  statements  of  revenues,  expenditures  and  encumbrances,  ex- 
penses and  surplus  present  fairly  the  position  of  the  City  and  County  of  San 
Francisco  at  June  30,  1947,  and  the  result  of  its  operations  for  the  fiscal  year 
then  ended,  in  conformity  with  generally  accepted  municipal  accounting  prin- 
ciples applied  on  a basis  consistent  with  that  of  the  preceding  year. 

We  wish  to  express  our  appreciation  for  the  cooperation  and  many  court- 
esies extended  to  us  by  the  Controller  and  his  staff  during  our  examination. 

Yours  truly, 

JOHN  F.  FORBES  & COMPANY 
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EXHIBIT  B— SCHEDULE  1 
CITY  AND  COUNTY  OF  SAN  FRANCISCO 

REVENUES  FROM  GENERAL  CITY  AND  COUNTY  SERVICES 
Fiscal  Years  Ended  June  30,  1947  and  1946,  and  Comparison 


General  Government: 

Fiscal  Year  Ei 
1947 

tided  June  30, 
1946 

Increase 

Decrease* 

Municipal  Courts  . . 

$ 

58,264.00 

$ 45,154.25 

$ 13,109.75 

Superior  Courts 

200,523.32 

202,139.51 

1 ,616.19 

Recorder 

179,034.72 

163,635.75 

15,398.97 

Public  Administrator 

121,684.18 

84,371.26 

37,312.92 

Sheriff  

32,658  21 

25,144.27 

7,513.94 

Treasurer  

17,763.83 

17,997.81 

233.98* 

Rent  of  building  space 

37,854.32 

19,171.54 

18,682.78 

Rent  of  dormitory  beds 

30,971.45 

74,826.30 

43,854.85* 

Other  

45,142.94 

42,778.71 

2,364.23 

Total 

$ 

723,896.97 

$ 675,219.40 

$ 48,677.57 

Public  Safety: 

Inspections  and  permits: 
Building 

....  $ 

154,690.85 

$ 141,662.60 

$ 13,028  25 

Department  of  Electricity. 

76,348.52 

61,085.56 

15,262  96 

Other  

141,794.66 

125,941.97 

15.852.69 

Fire  Department  ..  

27,371.58 

34,239.69 

6,368.11* 

Public  Pound 

6,210.25 

6,151.75 

58.50 

Other 

16,308.77 

17,953.87 

1,645.10* 

Total  ... 

$ 

422,724  63 

$ 387,035.44 

$ 35,689.19 

Schools  and  Libraries: 

Schools : 

Child  Care  Center  

$ 

366,508.80 

$ 91,876.55 

$274,632.25 

Other  .... 

139,030.76 

80,780.98 

58,249.78 

Libraries 

33,692.97 

30,017.50 

3,675.47 

Total 

- $ 

539,232.53 

$ 202,675.03 

$336,557.50 

Recreation : 

Parks  and  playgrounds  . 

$1,158,557.80 

$ 988,769.72 

$169,788.08 

Art  Commission  

37.264.02 

38,947.41 

1,683.39* 

Opera  House 

109,731.14 

78,582,77 

31,148.37 

Coit  Tower  

25,974.45 

28,855.12 

2,880.67* 

Other 

2,190.08 

1,538  68 

651.40 

Total 

$1,333,717.49 

$1,136,693.70 

$197,023.79 

Hospitals,  Charities  and 
Corrections : 

Hospitals  

■ ■ $ 

319,255.92 

$ 305,649.03 

$ 13,606.89 

Charities  

139,443  22 

131,784.97 

7,658  25 

Corrections  

23,587.03 

33,076.81 

6,489.78* 

Total 

$ 

485,286.17 

$ 470,510.81 

$ 14,775  36 

Other: 

Sanitation  

- $ 

127,816.33 

$ 104,664.47 

$ 23,151.86 

Health  

122,420.82 

117,376.79 

5,044.03 

Highway 

924.30 

514.05 

410.25 

General  and  miscellaneous 

18,643  96 

1,829.68 

16,814.28 

Total 

- $ 

269,805.41 

$ 224,384  99 

$ 45,420.42 

Total  Revenues  from  General  City 

and  County  Services $3,774,663.20  $3,096,519.37  $678,143.83 
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EXHIBIT  B— SCHEDULE  2 
CITY  AND  COUNTY  OF  SAN  FRANCISCO 
GENERAL  CITY  AND  COUNTY  DEPARTMENTAL  EXPENSES 
Fiscal  Years  Ended  June  30,  1947  and  1946.  and  Comparison 


Fiscal  Year  Ended  June  30,  Increase 

1947  1946  Decrease* 

General  Government: 


Legislative 

227,354.60  $ 

166,038.97  $ 

61,315.63 

Executive 

121,304.89 

101,595.13 

19,709.76 

Judicial 

. 1,707,318.39 

1,404,856.83 

302,461.56 

Elections 

384,233.26 

335,753.31 

48,479.95 

Finance 

..  1,543,470.57 

1,313,259.01 

230,211.56 

Law 

402,831.96 

328,771.88 

74,060.08 

Recording  and  reporting 

168,046.38 

150,513.05 

17,533.33 

Administrative  officers  and 

boards 

736,160.33 

607,634.15 

128,526.18 

General  Government 

buildings 

563,058.02 

474,823.59 

88,234.43 

Community  promotion,  etc.  .. 

340,181.53 

238,547.38 

101,634.15 

Total 

$ 6,193.959.93  $ 5,121,793.30  $ 

1,072,166.63 

Public  Safety: 

Police  Department  

$ 5,107,348.70  $ 

4,305,411.39  $ 

801,937.31 

Fire  Department  ... 

..  5,380,099.12 

4,533,692.94 

846,406.18 

Protective  inspection 

370,098.88 

307,926.02 

62,172.86 

Total 

. $10,857,546.70  $ 9,147,030.35  $ 

1,710,516.35 

Highways : 

General  administration  . .. 

$ 43,401.62  $ 

37,726.04  $ 

5,675.58 

Roadways 

395,011.82 

289,046.13 

105,965.69 

Street  lighting 

863,851.48 

900,885.98 

37,034.50* 

Bridges  and  viaducts 

100,429.32 

99,235.15 

1,194.17 

Maintenance  of  equipment .... 

70,688.40 

43,217.64 

27,470.76 

Total 

$ 1,473,382  64  $ 

1,370,110.94  $ 

103,271.70 

Sanitation  and  Waste 

Removal : 

Sewers  and  Sewage  disposal . 

..$  862,380.15  $ 

614,719.11  $ 

247,661.04 

Street  sanitation 

974,337.31 

721,741.30 

252,596.01 

Miscellaneous 

6,000.00 

7,443.05 

1,443.05* 

Total $ 1,842,717.46  $ 1,343,903.46  $ 498,814.00 


Health  Conservation: 

General  administration 

98,360.01  $ 

75,840.12  $ 

22,519.89 

Vital  statistics 

39,737.31 

30,881.56 

8,855.75 

Health  regulation  and 
inspection 

358,143.50 

307,673.58 

50,469.92 

Control  of  communicable 
diseases 

314,962.57 

234,593.74 

80,368.83 

Child  health  services 

507,701.66 

373,329.57 

134,372.09 

Miscellaneous 

56,260.52 

49,631.76 

6,628.76 

$ 1,375.165.57  $ 1.071,950.33  $ 303,215.24 


Total 
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EXHIBIT  B— SCHEDULE  2 (Continued) 

CITY  AND  COUNTY  OF  SAN  FRANCISCO 
GENERAL  CITY  AND  COUNTY  DEPARTMENTAL  EXPENSES 
Fiscal  Years  Ended  June  30,  1947  and  1946,  and  Comparison 

Fiscal  Year  Ended  June  30,  Increase 

1947  1946  Decrease* 

Hospitals : 

General  administration $ 156,528.11  $ 110,809.00  $ 45,719.11 

General  municipal  hospitals.-...  2,827,100.80  2,264,355.67  562,745.13 

Special  disease  municipal 

hospitals 1,524,166.59  1,291,737.61  232,428.98 

Patients  in  nonmunicipal 

hospitals 193,912.37  188,735.56  5,176.81 

Miscellaneous  ....  24,393.76  16,034.99  8,358.77 

Total ......  $ 4,726,101.63  $ 3,871,672.83  $ 854,428.80 


Charities : 

General  administration $ 45,538.57  $ 31,610.61  $ 13,927.96 

Adult  institutional  care 470,294.40  426,622.18  43,672.22 

General  relief 1,540,422.58  1,188,989.86  351,432.72 

Old  age  assistance 6,483,169.21  5,957,414.82  525,754.39 

Aid  to  minors  and  widowed 

mothers 1,056,350.95  815,209.62  241,141.33 

Aid  to  blind 276,071.96  241,848.00  34,223.96 

Federal  war  services 

assistance 133,385.53  299,618.10  166,232.57* 

Miscellaneous 172,096.69  92,703.80  79,392.89 


Total $10,177,329.89  $ 9,054,016.99  $ 1,123,312.90 


Corrections : 

County  jails $ 410,499.13  $ 340,486.86  $ 70,012.27 

Juvenile  detention  home 320,359.96  225,078.02  95,281.94 

Miscellaneous 97,861.31  82,214.67  15,646.64 


Total $ 828,720.40  $ 647,779.55  $ 180,940.85 


Schools  and  Libraries : 

Schools $16,101,288.59  $12,809,969.37  $ 3,291,319.22 

Libraries 654,835.86  509,678.71  145,157.15 


Total $16,756,124.45  $13,319,648.08  $ 3,436,476.37 

Recreation : 

Cultural— Scientific  $ 834,746.80  $ 726,515.30  $ 108,231.50 

Parks  and  squares 1,289,096.61  977,457.11  311,639.50 

Organized  recreation 1,351,204.68  1,132,759.58  218,445.10 

Auditoriums  and  special 

facilities 334,826.47  289,153.13  45,673.34 

Refreshment  facilities 374,993.38  296,491.02  78,502.36 

Miscellaneous 36,908.99  32,194.85  4,714.14 


Total $ 4,221,776.93  $ 3,454,570.99  $ 767,205.94 


Total  General  City  and 
County  Departmental 

Expenses $58,452,825.60  $48,402,476.82  $'10,050,348.78 
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EXHIBIT  C 

CITY  AND  COUNTY  OF  SAN  FRANCISCO 
CAPITAL  SURPLUS— GENERAL  CITY  AND  COUNTY 
Fiscal  Year  Ended  June  30,  1947 

GENERAL  CITY  AND  COUNTY  CAPITAL  SURPLUS 

JUNE  30,  1946  $207,369,263.23 

ADD: 

Capital  additions: 

From  revenue $2,733,964.71 

From  trust  funds 92,378  71 

Total  

Bonds  redeemed  from  current  revenues  ..... 

Net  profit  on  sale  of  land 

State  aid  for  post-war  projects 

Transfers  from  current 
surplus : 

For  sewer  projects  (net)  . $1,605,232.67 
For  Juvenile  Home  and 

Court  1 "0.000.00 

Miscellaneous  3.39 

Total  8,105,449.75 

Total $215,474,712.98 


$2,826,343.42 

3,115,000.00 

127,530.50 

281,339.77 


1,755,232.67 


DEDUCT: 

Loss  on  sale  of  auxiliary  fire  houses $ 25,254.00 


Transfers  to  current 
surplus: 

For  purchase  of  land $ 75,700.00 

For  raising  high  pressure 
fire  main 18,500.00 

Total  94,200.00 

Total  119,454.00 


GENERAL  CITY  AND  COUNTY  CAPITAL 
SURPLUS,  JUNE  30,  1947  ...... 


$215,355,258.98 


I hi.  Hill  Bill  (IP 


-»  2’392'790-94  $ 462’986-80  * 820-901-45  * 433’811-32  LJSSL6  * 149-758-81 
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1949- 50  9 213  000  00  3 075  000  00  6 138  000  00  2 225  000  00  1 563  000  00  100  OOaOO  2 250  000  00 
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1969- 70..  . 1 800,000.00  1,800  000.00  800  000.00  1 000  000  00 
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EXHIBIT  IC 

CITY  AND  COUNTY  OF  SAN  FRANCISCO 

FUNDS  BALANCE  SHEET— GENERAL  CITY  AND  COUNTY  CAPITAL  FUNDS,  June  30,  1947 


EXHIBIT  L 


CITY  AND  COUNTY  OF  SAN  FRANCISCO 
FUNDS  BALANCE  SHEET— TRUST  AND  ASSESSMENT  FUNDS,  JUNE  30,  1947 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 
Office  of  the  Controller 


TREASURER’S  OFFICE 
REPORT  ON  EXAMINATION  OF  ACCOUNTS 
Fiscal  Year  Ended  June  30,  1947 


September  2,  1947 

Mr.  Harry  D.  Ross,  Controller, 

City  and  County  of  San  Francisco 
Dear  Sir: 

In  accordance  with  your  instructions  and  pursuant  to  provisions  of  Charter 
Section  66,  an  audit  was  made  of  the  Treasurer’s  office  for  the  fiscal  year  ended 
June  30,  1947. 

Mr.  David  F.  Supple,  Consultant-Statistician  to  the  Grand  Jury,  participated 
in  this  audit. 

As  directed  by  you,  two  reports  have  been  prepared  of  this  audit,  as  follows: 

(1)  One  report  for  publication  in  the  Controller’s  Annual  Report  for 
the  fiscal  year  ended  June  30,  1947,  the  text  of  which  follows. 

(2)  One  report  substantially  identical  with  the  above,  supplemented 
by  detailed  schedules  and  an  appendix  containing  a digest  of 
changes  in  laws  affecting  the  Treasurer.  Copies  of  this  report 
were  distributed  to  City  and  County  Officials,  the  Grand  Jury, 
the  press  and  to  certified  public  accounting  firms  engaged  this 
year  by  the  City  and  County  of  San  Francisco. 

Scope  of  Audit 

The  scope  of  this  audit  covered  an  examination  of  accounts  reflecting 
moneys  and  securities  received  and  disbursed  during  the  fiscal  year  1946-1947, 
as  hereinafter  reported.  In  view  of  the  existing  method  of  internal  check  main- 
tained in  the  Treasurer’s  office  and  the  method  of  internal  check  and  contin- 
uous audit  of  receipts  and  disbursements  maintained  by  the  Controller’s  office, 
a detailed  audit  of  receipts  and  disbursements  during  the  period  was  not  in- 
cluded within  the  scope  of  this  audit. 

Cash  on  hand  June  30,  1947  was  verified  by  count.  Cash  in  banks  was  recon- 
ciled with  the  Treasurer’s  records  and  the  balances  were  confirmed  by  the 
several  depositaries. 

Securities  and  other  assets  in  the  custody  of  the  Treasurer  on  June  30,  1947 
were  verified  by  physical  inspection. 

Revenues  and  expenditures  in  connection  with  the  operation  of  the  Treasur- 
er’s office  during  the  fiscal  year  were  reviewed  and  compared  with  the  Con- 
troller’s records. 

The  Treasurer’s  office  is  the  depositary  of  funds  of  the  Islais  Creek  Reclama- 
tion District.  Pursuant  to  your  instructions,  the  scope  of  this  audit  did  not 
include  the  accounts  and  records  of  the  Islais  Creek  Reclamation  District  and 
the  several  bequest  and  trust  funds.  Cash  and  securities  in  the  custody  of  the 
Treasurer  in  which  the  several  trust  funds  are  invested  were  confirmed  by 
reference  to  the  Controller’s  records. 

Authority 

The  Treasurer’s  office  is  conducted  under  the  provisions  of  the  Federal  Re- 
serve Act  of  1935,  the  provisions  of  the  laws  of  the  State  of  California,  the 
City  and  County  Charter,  and  ordinances  and  resolutions  of  the  Board  of 
Supervisors. 

Laws  governing  the  operation  of  the  Treasurer’s  office  are  outlined  in  prev- 
ious annual  audit  reports.  Changes  and  additions  thereto  during  the  fiscal 
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year  1946-1947  are  included  in  the  appendix  of  the  report  with  schedules  filed 
concurrently  with  this  report. 


Citations  to  ordinances  pertaining  to  financial  transactions  in  connection 
with  the  operation  of  the  office  during  the  fiscal  year  1946-1947  are  listed  as 
follows : 


Bill  No.  87,  Ordinance  No.  9.0551  Payroll  Procedure. 

Bill  No.  4074,  Ordinance  No.  3858  Annual  Appropriation  Ordinance 
1946-47. 


Bill  No.  4101,  Ordinance  No.  3882  Annual  Salary  Ordinance  1946-1947. 

Bill  No.  3996,  Ordinance  No.  3756  Bond  Ordinance  (Treasurer). 

Bill  No.  3994,  Ordinance  No.  3754  Bond  Ordinance  (Employees). 

Bill  No.  1233,  Ordinance  No.  1184  Fiscal  Agent — New  York 

Resolution  No.  2666  War  Savings  Bonds  (Payroll  Allot.  Plan). 

Resolution  No.  3786  War  Bond  Sales  Fund. 

Municipal  Code,  Part  I,  Sec.  103  to  124,  Purchasing  Procedure. 


CASH— $55,282,954.85 

Cash  on  hand,  cash  in  banks,  and  other  cash  items  were  verified  at  the  close 
of  business  June  30,  1947.  The  total  cash  verified  agreed  with  the  amount 
charged  to  the  Treasurer  by  the  Controller  on  that  date  as  follows : 


Cash  on  Hand : 

Coin  and  Currency $ 311,040.18 

Checks  on  hand  for  deposit 375,285.75  $ 686,325.93 

Cash  in  Banks : 

Active  Accounts  $44,785,470.83 

Inactive  Accounts 8,820,000.00  53,605,470.83 


Other  Cash  Items : 

Bail  Deposits — U.  S.  Bonds 85,200.00 

Total  Cash  and  Cash  Items  June  30,  1947 $54,376,996.76 

Cash  and  cash  items  received  after  June  30,  1947 
and  applied  to  the  fiscal  year  1946-1947 905,958.09 

Total  Cash  and  Cash  Items — As  Adjusted  6/30/47 $55,282,954.85 

Balance  per  Controller’s  Records — June  30,  1947 $55,282,954.85 


Reconciliation  of  the  Controller’s  available  cash  as  at  June  30,  1947  and  the 
Treasurer’s  balance  of  cash  on  hand  on  that  date  is  as  follows: 

Per  Controller’s  General  Ledger: 

Available  Cash  $49,328,016.04 

Outstanding  Items  5,954,938.81 


Treasurer’s  cash  on  hand — June  30,  1947_ 


$55,282,954.85 


According  to  the  records  of  the  Controller’s  Division  of  Accounts  and  Re- 
ports, the  outstanding  items  indicated  above  consisted  of: 

Matured  and  Unpaid  Warrants 

Coupons  Bonds  Payable  Total 


General  City  $ 32,805.25  $36,000.00  $3,775,324.02  $3,844,129.27 

Public  Service 

Enterprises  85,151.25  31,000.00  1,994,658.29  2,110,809.54 


Total $117,956.50  $67,000.00  $5,769,982.31  $5,954,938.81 


Cash  on  Hand 

The  following  reflects  the  verification  of  cash  and  cash  items  as  at  June  30, 
1947: 

Coin  and  Currency — $311,040.18 
Coin  and  currency  in  the  above  amount  was  verified  by  count. 


Checks  on  hand  for  deposit — $375,285.75 
Examination  indicated  all  checks  on  hand  were  of  current  date  and  appeared 
to  have  been  received  in  the  usual  order  of  business  during  the  day. 

Checks  in  the  amount  reflected  above  were  deposited  on  the  next  business 
day  in  the  bank  accounts  as  evidenced  by  deposit  receipts  on  file. 

Cash  in  Banks 

The  total  cash  balance  charged  to  the  Treasurer  as  at  June  30,  1947  was 
$55,282,954.85  and  of  this  amount,  $53,605,470.83  was  on  deposit  in  the  follow- 
ing banks: 

American  Trust  Company $ 2,675,414.09  4.98% 

Anglo  California  National  Bank 8,545,447.79  15.94% 

Bank  of  America  N.  T.  & S.  A 38,942,981.27  72.68% 

Bank  of  Canton 500,000.00  .93% 

Bank  of  Montreal  1,000,000.00  1.86% 

Canadian  Bank  of  Commerce 1,000,000.00  1.86% 

Crocker  First  National  Bank  499,873.60  .93% 

Wells  Fargo  Bank  & Union  Trust  Co.. 441,754.08  .82% 


Total 


$53,605,470.83  100.00% 


Resolution  No.  3469  of  the  Board  of  Supervisors,  adopted  August  16,  1937, 
authorized  the  Treasurer  to  enter  into  the  necessary  agreements  as  required 
by  law  for  the  deposit  of  funds  under  his  jurisdiction  and  determine  the 
amounts  that  shall  be  deposited  in  either  active  or  inactive  accounts. 

General  Laws,  Act  2834a,  Funds  Deposit  Law,  reads  in  part  as  follows: 

“. . . that  such  deposits  shall  not  exceed  the  paid  up  capital,  exclu- 
sive of  reserves  and  surplus  of  any  depositary  bank.” 

The  amounts  on  deposit  in  the  several  banks  are  within  this  limitation. 

The  market  value  of  bonds  furnished  as  security  for  the  amounts  on  deposit 
with  the  various  banks  amounted  to  $64,536,541.62  as  at  June  30,  1947.  This 
amount  is  considerably  more  than  the  ten  percent  excess  as  required  under 
Section  82  of  the  Charter. 

Cash  on  deposit  in  the  banks  as  at  June  30,  1947,  as  compared  with  the  par 
value  and  market  value  of  the  collateral  securities  as  at  that  date,  follows: 
Bank  Balances: 

Treasurer’s  bank  balances  $53,605,470.83 

Items  in  transit 281,291.33 


Balances  per  banks  .. 
Collateral  securities: 
Par  values  „ 


..  $62,363,000.00 


Market  values  $64,536,541.62 

The  individual  bank  balances  and  collateral  securities  as  at  June  30,  1947 
are  shown  on  Schedule  A-l  of  report  with  schedules. 

The  Treasurer’s  bank  balance  of  $53,605,470.83  was  allocated  to: 

Active  Accounts  $44,785,470.83 

Inactive  Accounts  8,820,000.00 

$53,605,470.83 


Cash  on  deposit  in  banks  at  the  close  of  business  June  30,  1947  was  recon- 
ciled with  the  Treasurer’s  balances  and  were  confirmed  direct  by  the  several 
depositaries.  Schedule  A-l  of  report  with  schedules  indicates  the  balance  of 
each  account  per  bank  confirmation,  as  at  June  30,  1947,  and  its  status  with 
respect  to  the  Public  Deposit  Act. 

Cash  on  deposit  in  banks  in  inactive  accounts  at  the  close  of  business  June 
30,  1947,  was  further  evidenced  by  Certificates  of  Deposits  on  hand  with  the 
Treasurer  as  follows: 


90  12-14-46  Anglo  Calif.  Nat’l  Bank $ 780,000.00 

89  9-  4-46  Anglo  Calif.  Nat’l  Bank 2,650,000.00 

91  10-11-46  American  Trust  Company 500,000.00 

88  9-  4-46  Bank  of  America 70,000.00 

87  9-  4-46  Bank  of  America 750,000.00 

86  9-  4-46  Bank  of  America 2,900,000.00 

95  6-25-47  Bank  of  Canton 200,000.00 

94  1-  7-47  Bank  of  Montreal 250,000.00 

92  10-  4-46  Bank  of  Montreal  250,000.00 

93  12-  9-46  Canadian  Bank  of  Commerce  ..  500,000.00 


$8,820,000.00 
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The  deposit  agreements  were  approved  as  to  form  by  the  City  Attorney. 
The  securities  deposited  thereunder  were  also  approved  by  the  City  Attorney 
and  Treasurer. 

Other  Cash  Items — Bail  Deposits — U.S.  Bonds  $85,200.00 

Bail  Bonds  examined  and  counted  at  the  close  of  business  June  30, 1947  were 
verified  by  comparison  with  the  amounts  as  shown  by  the  Controller’s  records, 
as  follows: 

County  Clerk — Bail  Deposits $39,750.00 

Municipal  Court — Bail  Deposits 45,450.00 

Total  ...  $85,200.00 

Cash  Received  after  June  30,  1947  and  Applied  to  the  Fiscal  Year  1946-1947 — 
$905,958.09 

This  amount  represents  collections  made  by  various  city  and  county  depart- 
ments pertaining  to  transactions  prior  to  the  close  of  business  June  30,  1947 
and  deposited  with  the  Treasurer  July  1,  2 and  3,  1947. 

SECURITIES— $113,350,201.50  (Schedule  A) 

Securities  in  the  custody  of  the  Treasurer  were  examined  and  verifications 
made  as  hereinafter  reported.  All  securities,  except  collateral  securities  de- 
posited by  banks,  are  held  in  the  joint  custody  vault  of  the  Treasurer  and  Con- 
troller. The  total  par  value  of  securities  with  which  the  Treasurer  was  charge- 
able as  at  June  30,  1947  is  summarized  as  follows: 


Securities  charged  to  the  Treasurer  by  the  Controller: 


Bonds  Par  Value 

Employees’  Retirement  System $50, 491.425. <>o 

Bequest  and  Trust  Funds  . 373,000.00 

Deposit  on  Leases 122,750.00 


$50,985,520.59 

373,923.13 

122,750.00 


Corporate  Stock 

Bequest  Funds  .....  26.50  94.25 

Total  Securities  Charged  to  the  Treasurer  by 

the  Controller  $50,987,201.50  $51,482,287.97 


Securities  not  charged  to  the  Treasurer  by  the  Controller: 

Par  Value  Market  Value 

Collateral  Securities  deposited  by  banks — 

Bonds  ..  ..  $62,363,000.00  $64,536,541.62 

Total  Securities  accounted  for  by  the 
Treasurer — June  30,  1947 


$113,350,201.50  $116,018,829.59 
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Employees’  Retirement  System  Bonds — Par  Value  $50,491,425.00 

Verification  by  physical  inspection  was  made  as  at  June  30,  1947  in  con- 
junction with  representatives  of  Joseph  Froggatt  & Co.,  Inc.,  engaged  for  this 
year’s  audit  of  the  Employees’  Retirement  System.  A detailed  list  of  the 
securities  examined  is  in  the  working  papers  covering  this  audit  but  has  not 
been  included  as  a part  of  this  report,  due  to  the  large  number  and  variety  of 
bonds. 

Pursuant  to  the  Controller’s  instructions  dated  August  15,  1940,  bonds  and 
coupons  maturing  during  the  fiscal  year  were  examined  and  checked  by  the 
Controller’s  Division  of  Accounts  and  Reports  and  released  to  the  Treasurer 
for  collection.  Reports  reflecting  monthly  collections  were  prepared  by  the 
Controller’s  Division  of  Accounts  and  Reports  and  transmitted  to  the  Em- 
ployees’ Retirement  Board,  as  requested  in  memorandum  dated  August  8, 
1933,  from  Mr.  Ralph  Nelson,  then  Secretary-Actuary. 

The  par  value  of  bonds  as  at  June  30,  1947  was  confirmed  from  the  Control- 
ler’s records  and  schedule  submitted  by  the  Employees’  Retirement  Board. 
Accountability  for  securities  as  at  June  30, 1947  was  established  as  follows: 
Par  value  of  securities  in  joint  custody  vault  June  30,  1947, 

counted  and  examined $48,680,200.00 

Securities  maturing  July  1,  1947  removed  from  joint  custody 
vault  prior  to  June  30,  1947  for  collection.  (Collection  and 
deposit  with  the  Treasurer  July  17,  1947  was  verified  from 

the  Controller’s  records), 61,225.00 

Bonds  in  transit  June  30,  1947  (Par  Value).  On  June  24, 

1947  Controller’s  Warrant  No.  7964  in  the  amount  of 
$1,798,927.37  was  released  to  the  Bank  of  America  for  the 
purchase  of  U.  S.  Treasury  Bonds  in  the  par  value  of 
$1,750,000.00,  premium  $47,851.56  and  accrued  interest 
$1,075.81.  The  above  bonds  were  received  by  the  Treasurer 
July  23,  1947  and  after  recordation  were  placed  in  the 
joint  custody  vault 1,750,000.00 


Total  par  value  bonds  accounted  for. 


$50,491,425.00 


Total  par  value  per  Retirement  System’s  records 


$50,491,425.00 


Transactions  during  the  fiscal  year,  summarized  from  the  Controller’s 
records,  are  as  follows : 


Par  Value  Bonds: 

On  hand  July  1,  1946  per  Annual  Audit  Report $45,914,637.50 

Purchased  during  the  fiscal  year  1946-1947  4,600,000.00 


$50,514,637.50 

Less:  Matured  23,212.50 


Par  Value  on  hand  June  30,  1947  per  Retirement  System’s 
Records  $50,491,425.00 


Bequest  and  Trust  Fund  Bonds — Par  Value  $373,000.00 

Bonds  having  a par  value  of  $373,000.00,  together  with  unmatured  coupons 
attached  thereto,  were  examined  and  verified  by  reference  to  the  balances  as 
shown  by  the  Controller’s  records.  The  only  transaction  during  the  fiscal  year 
ended  June  30,  1947  covered  the  sale  of  a $1,000  00  United  States  Treasury 
Bond  of  the  Phelan  Bequest  Fund.  This  transaction  was  verified  by  reference 
to  the  authority  therefor  and  the  subsequent  deposit  of  the  proceeds  from  the 
sale. 

The  collection  of  interest  on  bequest  and  trust  fund  investment  bonds  is 
verified  monthly  by  the  Division  of  Accounts  and  Reports  of  the  Controller’s 
office. 

The  details  of  the  investment  bonds  of  the  bequest  and  trust  funds  are 
shown  on  schedules  A-2  of  report  with  schedules. 

Deposit  on  Leases — U.  S.  Treasury  Bonds — $122,750.00 

Bonds  in  the  amount  of  $122,750.00  represent  deposits  held  by  the  Treasurer 


as  security  on  leases  of  City  and  County  property.  Detail  in  connection  there- 
with is  reflected  on  Schedule  A-2  of  report  with  schedules. 

Bequest  Funds — Corporate  Stock — $26.50 

Corporate  Stock,  par  value  $26.50,  representing  a part  of  the  assets  of  the 
August  Brunetti  Bequest,  was  examined  and  verified  in  amount  with  the  Con- 
troller’s records.  Detail  in  connection  therewith  is  reflected  on  Schedule  A-2 
of  report  with  schedules. 

Collateral  Securities — Par  Value — $62,363,000.00 

This  amount  represents  the  par  value  of  bonds  submitted  by  the  several 
depositaries  and  held  by  the  Treasurer  as  collateral,  pursuant  to  provisions 
of  Act  2834a,  Section  4,  General  Laws.  All  bonds  and  coupons  attached  thereto 
were  examined,  scheduled,  and  confirmed  direct  to  the  Controller  by  the  several 
depositaries. 

All  bonds  on  hand  conform  to  the  requirements  of  Act  2834a,  General  Laws, 
as  amended.  Sections  4 and  5 of  this  act  are  quoted  in  part  as  follows: 

“Such  securities  shall  be  approved  by  the  treasurer  and  attorney  . . . 
political  subdivision  to  an  amount  in  market  value  at  least  ten  per 
cent  in  excess  of  the  amount  on  deposit  with  such  bank  or  banks  . . . 

Such  security  or  any  part  thereof  may  be  withdrawn  or  released  on 
written  consent  of  such  treasurer,  and  the  attorney  ...  of  the  political 
subdivision.” 

The  market  value  of  the  collateral  was  more  than  10%  in  excess  of  the 
amount  on  deposit  as  indicated  on  Schedule  A-l  of  report  with  schedules. 

Examination  of  agreements  pertaining  to  the  deposit  of  county  funds  and 
the  written  consent  for  the  release  and  exchange  of  securities  disclosed  that 
they  were  approved  by  the  Treasurer  and  the  City  Attorney  and  that  the  pro- 
cedure conformed  to  the  statutory  requirements. 

AUTHORIZED,  BUT  UNSOLD,  CITY  AND  COUNTY  BONDS 

The  following  bonds  were  authorized  by  the  voters  at  elections  held  on  the 
dates  indicated.  Transactions  since  the  date  of  authorization  are  summarized 
as  follows: 

Water  Works  System  Bonds  1942 

Authorized  June  9,  1942 

Cancelled  July  1,  1945  $ 750,000.00 

Cancelled  June  30,  1946  250,000.00 

Cancelled  June  30,  1947 250,000.00 


Unissued — June  30,  1947  

Juvenile  Home  & Court  Bonds  1944 
Authorized  November  7,  1944 
Cancelled— August  31,  1946 ... 

Unissued — June  30,  1947  

Sewer  Bonds  1944 
Authorized  November  7,  1944 
Sold — February  28,  1946  

Unissued — June  30,  1947  

Airport  Bonds  1945 
Authorized  November  6,  1945 

Sold— March  31,  1946 $5,000,000.00 

Sold— July  15,  1946  2,000,000.00 

Sold — December  16,  1946  8,500,000.00 

Unissued — June  30,  1947 

Total  Authorized  but  Unissued — June  30,  19 


Unissued  and  unprinted  bonds  m the  amount  of  $13,600,000.00  reflected 
above  are  not  charged  to  the  Treasurer,  but  are  reflected  on  the  books  of  the 
Controller. 


$ 1,250,000.00 

1,250,000.00 

$ 

$ 1,250,000.00 
150,000.00 

1,100,000.00 

$12,000,000.00 

4,000,000.00 

8,000,000.00 

$20,000,000.00 

15,500,000.00 

4,500,000.00 

000.00 


92 


It  is  the  practice  of  the  Treasurer  to  order  the  printing  of  bonds  only  when  a 
sale  has  been  authorized  by  the  Board  of  Supervisors.  No  evidence  was  found 
that  the  Treasurer  deviated  from  his  usual  practice  in  respect  to  bonds  of  the 
above  issues. 

FISCAL  AGENT— NEW  YORK 

Bill  No.  1233,  Ordinance  No.  1184,  designates  the  National  City  Bank  of 
New  York  as  the  Fiscal  Agent  of  the  City  and  County  of  San  Francisco  in  the 
City  and  State  of  New  York  for  the  purpose  of  providing  payments  in  the  City 
of  New  York  of  principal  and  interest  on  bonds  issued  by  the  City  and  County 
of  San  Francisco,  and  provides  for  the  compensation  of  said  fiscal  agent. 

Transactions  with  the  Fiscal  Agent  during  the  fiscal  year  1946-1947  were 
reviewed.  Bonds  and  coupons  paid  by  the  fiscal  agent  were  verified  against 
the  Controller’s  records  and  confirmed  direct  to  this  office  by  the  National 
City  Bank.  Compensation  paid  the  National  City  Bank  was  verified;  the 
amount  paid  is  reflected  as  follows: 

Bonds  and  coupons  paid  by  the  Fiscal  Agent  during  1946-1947 : 

Compensation 

Par  Value  Kate  Amount 

Bonds  - $3,423,000.00  1/20  of  1%  $1,711.50 

Bonds  (Registered)  535,000.00  No  charge 

Coupons  (105,098)  . ...  2,251,624.50  4c  each  4,203  92 

Total  ...  $6,209,624.50  $5,915.42 

UNITED  STATES  SAVINGS  BONDS 

Purchase  of  United  States  Savings  Bonds  by  City  and  County  employees 
under  the  payroll  allotment  plan  was  authorized  by  the  Board  of  Supervisors 
by  Resolution  No.  2666,  adopted  June  1,  1942.  In  addition,  bonds  were  pur- 
chased for  employees  upon  deposit  of  the  full  bond  purchase  price,  as  author- 
ized by  Resolution  No.  3786,  adopted  January  17,  1944. 

Bonds  purchased  by  the  Treasurer  for  City  and  County  employees  are  in- 
dicated in  the  following  summary: 


Purchases  Total 

Prior  to  July  1,  1946  $3,025,079.00 

Purchases  during  the  fiscal  year 

1946-1947  538,350.00 

Total  to  June  30,  1947 $3,563,429.00 

There  were  no  United  States  Savings  Bonds  on  hand  with  the  Treasurer  as 
at  June  30,  1947,  nor  were  any  charged  to  the  Treasurer  by  the  Controller. 

RECEIPTS  AND  EXPENDITURES 

Receipts  and  expenditures  of  the  Treasurer’s  office  for  the  fiscal  year  under 
review  are  compared  with  the  preceding  fiscal  year  as  follows: 

1946-1947  1045-1946 

Receipts  (derived  through  the  operations  of  the 


Treasurer’s  office) $60,447.20  $53,243.02 

Expenditures  and  Encumbrances ...  78,868.88  66,701.40 

Tax  Supported  Expenditures ..  $18,421.68  $13,458.38 


A detailed  five-year  comparative  statement  of  receipts  and  expenditures  is 
reflected  on  Schedule  B of  report  with  schedules. 


"E”  F,  G,  &T 

Bonds  Bonds 

$2,945,680.50  $79,398.50 

538,350.00 


$3,484,030.50  $79,398.50 
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Receipts — $60,447.20 

Receipts  collected  by  the  Treasurer  during  the  fiscal  year  1946-1947  were 
summarized  from  the  Controller’s  records  as  follows: 


Interest  earned  on  the  deposit  of  public  funds  $42,164.37 

Commissions  on  inheritance  tax  collections ...  17,763.83 

Duplicate  “Inheritance  Tax  Receipt”  fees 15.00 

Conscience  money 504.00 


Total  $60,447.20 


Receipts  for  the  fiscal  year  of  1946-1947  are  compared  with  those  for  the 
prior  fiscal  years  on  Schedule  B of  report  with  schedules. 

Interest  earned  on  deposit  of  public  funds — $42,164.37 

Interest  earned  during  the  fiscal  year  deposited  by  the  Treasurer  was  com- 
pared with  the  Controller’s  records.  The  allocation  of  interest  earned,  as  be- 
tween general  city  funds  and  public  utility  funds,  follows: 


General  City  Funds,  Inactive  Accounts $34,664.41 

Public  Utility  Funds,  Inactive  Accounts 7,499.96 


$42,164.37 


The  rate  of  interest  on  inactive  deposits  during  the  fiscal  year  was  in  con- 
formity with  provisions  of  General  Laws  Act  2834a,  Section  1,  as  amended. 
In  accordance  with  provisions  of  Section  19,  Article  12,  of  the  Federal  Re- 
serve Act,  as  amended  to  October  1,  1935,  interest  payments  on  active  de- 
posits were  discontinued  two  years  after  date  of  enactment. 

Verification  of  interest  allowed  by  the  banks  indicated  that  computations  of 
interest  were  substantially  correct. 


Commissions  on  Inheritance  Tax  Collections — $17,763.83 

Commissions  on  Inheritance  Tax  Collections  received  during  the  fiscal  year 
1946-1947  amounted  to  $17,763.83. 

The  records  maintained  by  the  Treasurer  for  inheritance  tax  purposes  are 
subject  to  periodic  audits  by  the  State  Controller’s  office. 

The  California  Inheritance  Tax  Act  (Statutes  1937,  Section  20,  in  effect 
August  27,  1937)  provided  a maximum  commission  of  $14,000.00  to  be  re- 
tained by  the  Treasurer  during  the  calendar  year.  Chapter  1137,  General 
Laws  1945,  revised  Section  14797  of  the  Revenue  and  Taxation  Code  thereby 
increasing  the  maximum  commission  to  be  retained  to  $17,000.00  per  calen- 
dar year.  The  above  represents  commissions  retained  during  the  fiscal  year 
1946-1947. 


Inheritance  Tax  Collections  on  settlement  dates  hereinafter  indicated  were 
verified  against  deposits  of  inheritance  tax  per  Controller’s  records  for  the 
same  period.  Calculations  of  commissions  on  settlement  dates  were  verified 
and  approved  by  the  State  Controller’s  office. 


Commissions  earned  on  settlement  dates  are  reflected  as  follows: 


Period 

1946 


June  & July... 

.$  577,104.01 

$ 2,952.33 

$ 2,106.74  1 

P 3,962.43 

$ 568,082.49 

Aug.  & Sept. 

. 351,496.77 

8,218.47 

2,255.00 

929.45* 

340,093.85 

Oct.  & Nov.  __ 

. 559,982.29 

14,478.57 

2,220.16 

543,283.56 

Dec.  & Jan.,  47  593,627.36 

1,591.14 

3,804.67 

6,190.04 

582,041.51 

1947 

Feb.  & Mar. ... 

. 310,204.59 

168,743.20 

1,742.07 

2,926.02 

136,793.30 

Apr.  & May  . 

. 375,787.55 

11,439.67 

2,564.68 

3,755.89 

358,027.31 

Total  

$2,768,202.57 

$207,423.40 

$14,693.32  $17,763.83 

$2,528,322.02 

(^Maximum  commission  received 

for  calendar  year) 


The  above  commissions  and  periods  of  accumulations  as  reflected  by  the 
Treasurer’s  records  were  confirmed  by  the  State  Controller. 
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Duplicate  “Inheritance  Tax  Receipt”  fees — $15.00 

A fifty-cent  fee  is  charged  by  the  Treasurer  for  issuing  duplicate  receipts 
for  inheritance  tax,  as  prescribed  by  Section  10  of  the  Inheritance  Tax  Act 
of  1935.  The  collection  and  deposit  of  this  fee  is  subject  to  the  Controller’s 
prescribed  revenue  procedure  and  is  currently  audited  by  the  Controller’s 
General  Office.  Deposit  of  fees  was  verified  against  the  Controller’s  records. 

Conscience  Money — $504.00 

The  above  represents  unidentified  remittances  deposited  with  the  Treasui-er 
as  conscience  money.  Of  the  above  amount,  $499.00  was  received  thi-ough 
the  Mayor’s  office  from  an  unidentified  contractor  as  an  overcharge  on  a 
city  contract. 

Expenditures — $78,868.88 

Expenditures  and  encumbi’ances  from  appi’opi’iations  to  the  Treasui-er’s 
office  for  the  fiscal  year  1946-1947  are  summarized  from  the  Controller’s 
i-ecords  as  follows: 


Appropriated  Direct  to  Department 

Permanent  Salaries  

Allowance  for  Overtime 

Contractual  Services  

Sei’vices  of  Other  Departments 

Fiscal  Agent — National  City  Bank 

Appropriated  to  Department  Through  Purcha: 
Telephone  and  Telegraph 
Postage 

Subscriptions  

Carfare 

Stationery  and  Office  Supplies 

Equipment  

Maintenance  of  Office  Equipment .... 

Total  


Budgeted  Expenditures 

Appropriations  Appropriations  and 
1946-1947  As  Modified  Encumbrances 


$69,375.00 

$69,375.00 

$68,971.56 

500.00 

500.00 

491.61 

6,000.00 

1,200.00 

1,200.00 

836.38 

6,293.79 

6,293.79 

125.00 

125.00 

97.75 

200.00 

200.00 

200.00 

45.00 

48.26 

48.00 

225.00 

225.00 

187.64 

1,500.00 

1,260.66 

1,232.86 

175.00 

144.45 

144.45 

400.00 

372.84 

364.84 

$79,745.00 

$79,745.00 

$78,868.88 

Permanent  Salaries — $68,971.56 


The  1946-1947  Salary  Ordinance,  Bill  No.  4101,  Or<hnance  No.  3882,  Section 
8,  provides  for  employments  in  the  Ti’easui’er’s  office?  at  rates  not  to  exceed 
the  following: 


1 Treasurer  __..$  666.66 

1 B10  Accountant  .....  315-375 

1 B14  Senior  Accountant  385-460 

2*  B102  Teller  . ...  ..  230-290 

4 B104  Senior  Teller  275-345 

2 B108  Cashier  “A”  385-460 

4*  B222  General  Clerk  ....  185-230 

1 B234  Head  Clerk  ......  275-345 

1 B408  Gen.  Clerk-Stenographer 185-230 


Employment 

Status 

Elective 
Civil  Sei-vice 


Bill  No.  4252,  Ordinance  No.  4012,  pi-ovided  for  one  additional  Teller  at 
$230-290  and  deleted  one  General  Clerk  at  $185-230. 

Examination  of  the  department’s  timerolls  for  the  period  ended  June  30, 
1947  indicated  that  employments  reported  thereon  did  not  exceed  the  num- 
ber and  amount  provided  for  each  classification  by  the  Annual  Salary  Or- . 
dinance. 
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Other  Expenditures 

Expenditures  made  from  other  appropriations  were  test-checked  by  exami- 
nation of  warrants  drawn  thereon.  The  examination  disclosed  that  expendi- 
tures were  made  for  purposes  indicated  by  the  appropriation  account  title  and 
that  the  purchasing  procedure  was  in  conformity  with  Bill  No.  76,  Ordinance 
No.  9.0861.  (Codified  as  Section  103  to  124  inclusive,  Part  I of  Municipal  Code). 

The  records  maintained  in  the  Treasurer’s  office  appear  to  be  in  order.  All 
information  requested  was  made  available  through  the  courtesy  and  coopera- 
tion of  the  Treasurer  and  his  staff  during  the  course  of  the  audit. 

Respectfully  submitted, 

W.  L.  WATERHOUSE, 

Supervisor,  General  Audits 


Water  Department 

San  Francisco,  California 


Report  on  Examination  of  Accounts 
For  the  Fiscal  Year  Ended  June  30,  1947 
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Skinner  & Hammond 

CERTIFIED  PUBLIC  ACCOUNTANTS 
One  Eleven  Sutter 
San  Francisco  4 


October  15,  1947 

Honorable  Harry  D.  Ross,  Controller, 

City  and  County  of  San  Francisco, 

San  Francisco,  California. 

Dear  Sir: 

In  accordance  with  your  instructions,  and  under  the  terms  of  an  agreement 
with  you  dated  July  21,  1947,  we  have  examined  the  balance  sheet  of  the  San 
Francisco  Water  Department  as  of  June  30, 1947,  and  the  statement  of  income 
and  surplus  for  the  year  then  ended,  have  reviewed  the  system  of  internal  con- 
trol and  the  accounting  procedures  of  the  Department  and,  without  making  a 
detailed  audit  of  the  transactions,  have  examined  or  tested  accounting  records 
and  other  supporting  evidence  by  methods  and  to  the  extent  we  deemed  appro- 
priate. Our  examination  was  made  in  accordance  with  generally  accepted 
auditing  standards  applicable  in  the  circumstances  and  included  all  procedures 
which  we  considered  necessary. 

Our  report,  program,  and  working  papers  relative  to  this  examination  have 
been  made  available  to  Mr.  David  Supple,  consultant  and  statistician  for  the 
Grand  Jury. 

We  submit  herewith  the  report  of  our  examination  which  includes  the  fol- 
lowing Exhibits  and  Schedule: 

Exhibit  A — Statement  of  Income  for  the  years  ended  June  30, 

1947  and  1946. 

Exhibit  B — Statement  of  Surplus  for  the  year  ended  June  30, 

1947. 

Exhibit  B-l — Summary  of  Surplus  Account  from  March  3,  1930 
to  June  30,  1947. 

Exhibit  C — Balance  Sheet  as  of  June  30,  1947. 

Schedule  1 — Statement  of  Operating  Expenses  for  the  years  end- 
ed June  30,  1947  and  1946. 

OPERATIONS 

Net  income  for  the  year  ended  June  30,  1947,  amounted  to  $1,944,733.47  as 
shown  by  the  Statement  of  Income,  Exhibit  A,  appended  hereto.  A condensed 
comparative  statement  of  income  for  the  years  ended  June  30,  1947  and  1946 
is  presented  below: 


Comparative  Income  Account 

r Ended  June  30. 


Sale  of  water 

Operating  expenses,  including 
depreciation 

1947 

$9,934,310.83 
- 6,895,066.12 

1946 

$9,484,880.65 

3,590,909.67 

Decrease* 

$ 449,430.18 
3,304,156.45 

Operating  income 
Other  income — net 

. -$3,039,244.71 
152,272.09 

$5,893,970.98 

121,307.24 

$6,015,278.22 

1,314,303.33 

$2,854,726.27* 

30,964.85 

$2,823,761.42* 

67,520.00* 

Bond  interest 

$3,191,516.80 
1 ,246,783.33 

Net  income 

$ 1 ,944,733.47 

$4,700,974.89 

$2,756,241.42* 
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The  decrease  in  net  income  in  the  amount  of  $2,756,241.42,  as  shown  in  the 
foregoing  tabulation,  is  primarily  attributable  to  the  net  increase  in  operating 
expenses  in  the  amount  of  $3,304,156.45  as  shown  above.  A summarized  analy- 
sis of  this  net  increase  in  expenses  appears  below: 

Increases  in  Operating  Expenses: 

Standby  charge  and  purchase  of  water — Hetch 


Hetchy  Water  Supply  and  Power  Project $3,070,631.00 

Repairs : 

Surface  facilities $37,844.72 

Transmission  mains  and  canals 23,021.02 

Distribution  mains  and  canals 20,951.46 

Meters  and  fittings 11,118.07 

Service  connections 31,419.70 


Superintendence  and  direct  labor : 
Source  of  water  supply  ... 
Pumping 

Transmission  and  distribution  . 
Commercial  

Administrative  and  general 


$15,232.50 
. 3,876.24 

. 9,367.34 

. 74,041.16 
. 16,092.14 


118,609.38 


Property  taxes  (outside  San  Francisco) 64,479.11 

Other  items — net 40,285.73 

$3,418,360.19 

Less: 

Decreases  in  Operating  Expenses: 

Provision  for  depreciation $91,052.44 

Public  Utilities  Commission  expense 23,151.30 

114,203.74 

Net  increase $3,304,156.45 


The  increase  in  cost  of  standby  charge  and  purchase  of  water,  in  the  amount 
of  $3,070,631.00  as  shown  above,  resulted  from  a change  during  the  fiscal  year 
under  review  in  the  allocation  of  payments  to  Hetch  Hetchy  Water  Supply  and 
Power  Project.  During  the  fiscal  year  ended  June  30, 1947,  the  entire  amount  of 
these  payments  applicable  to  that  year,  totaling  $3,731,908.00,  was  charged  to 
operating  expenses,  whereas  during  the  fiscal  year  ended  June  30,  1946  these 
payments  totaled  $2,580,135.00,  of  which  $661,277.00  was  charged  to  operating 
expenses  and  the  balance  in  the  amount  of  $1,918,858.00  was  charged  as  fol- 
lows: 


Charged  to  Surplus  as  a contribution  to  general  fund  for  Hetch 
Hetchy  Water  Supply  and  Power  Project  bond  interest  and 

redemption  $1,591,935.00 

Charged  to  Surplus  as  a contribution  towards  payment  of 
operating  expenses  of  Hetch  Hetchy  Water  Supply  and 

Power  Project  281,186.02 

Charged  to  interfund  accounts  receivable  as  advances  not  used 
or  encumbered  by  Hetch  Hetchy  Water  Supply  and  Power 

Project  43,336.08 

Charged  to  deferred  charges  as  advances  encumbered  by  Hetch 

Hetchy  Water  Supply  and  Power  Project 2,400.90 


$1,918,858.00 


It  may  be  noted  that  in  addition  to  the  amount  of  $3,731,908.00  paid  to  Hetch 
Hetchy  Water  Supply  and  Power  Project  during  the  fiscal  year  under  review 
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and  charged  to  operating  expense,  the  Water  Department  also  paid  $78,934.52 
which  related  to  prior  years  operations.  This  amount  was  charged  to  Surplus 
and  is  reflected  on  Exhibit  B,  attached. 

The  net  increase  in  operating  expenses  during  the  fiscal  year  ended  June  30, 
1947,  in  the  amount  of  $3,304,156.45,  was  partially  offset  by  an  increase  in 
revenue  from  sale  of  water  in  the  amount  of  $449,430.18,  as  shown  above.  This 
increased  revenue  was  primarily  attributable  to  an  increase  of  approximately 
17.6 '/<  in  water  rates  to  all  consumers,  effective  September  1,  1945.  The  De- 
partment thereby  reflected  increased  revenue  during  the  entire  fiscal  year 
under  review  whereas  the  rate  increase  was  in  effect  during  a period  of  ten 
months  during  the  prior  fiscal  year.  The  increase  in  revenue  during  the  fiscal 
year  ended  June  30,  1947  was  also  attributable,  in  part,  to  increased  residential 
consumption  which  offset  a decrease  in  industrial  consumption.  Inasmuch  as 
the  former  is  charged  at  a higher  rate,  the  Department  reflected  an  increase 
in  revenue  from  this  source  although  the  quantity  of  water  sold  during  the 
fiscal  year  under  review  was  but  slightly  in  excess  of  that  sold  during  the  pre- 
ceding fiscal  year. 

The  following  statistics,  taken  from  data  maintained  by  the  Water  Depart- 
ment, reflect  the  expansion  of  facilities  and  service  which  have  occurred  during 
the  last  five  years: 


June  30 


Consumers: 

1947 

1946 

1945 

1944 

1943 

San  Francisco  District 

.138,178 

135,072 

131,313 

129,478 

127,158 

Suburban  District 

980 

693 

681 

692 

647 

Total  

Metered  deliveries  (million 
cubic  feet) : 

.139,158 

135,765 

131,994 

130,170 

127,805 

San  Francisco  District 

Suburban  Districts,  including 
free  deliveries  under  ri- 

3,479.2 

3,538.6 

3,373.2 

3,071.5 

2,760.6 

parian  contracts 

. 985.3 

877.0 

771.3 

655.6 

547.7 

Total  

. 4,464.5 

4,415.6 

4,144.5 

3,727.1 

3,308.3 

It  is  our  understanding  that  the  amount  paid  to  Hetch  Hetchy  Water  Supply 
and  Power  Project  for  water  purchased  during  the  fiscal  year  under  review 
was  in  substantial  compliance  with  Section  130  of  the  City  Charter,  which 
provides  that  the  rates  charged  by  a public  utility  will  be  sufficient  to  render 
the  utility  self-supporting.  Section  122  of  the  City  Charter  provides  that  the 
Hetch  Hetchy  Water  Supply  and  Power  Project,  when  completed,  shall  be 
merged  with  the  San  Francisco  Water  Department.  We  have  been  informed 
by  the  City  Attorney  that  the  Project  has  not  been  completed. 

Section  64  of  the  City  Charter  provides  that  the  accounts  of  each  utility 
shall  be  maintained  in  such  manner  as  to  reflect  estimates  of  the  amount  of 
taxes  that  would  be  chargeable  against  such  property  and  the  revenue  there- 
of if  privately  owned  and  operated.  We  were  advised  by  officers  of  the  Water 
Department  that  strict  compliance  with  this  section  is  not  practicable  inas- 
much as  essential  data  as  to  assessed  valuation  of  related  property  within 
San  Francisco  is  not  available.  In  addition  thereto,  compliance  with  the  statute 
would  require  estimates  of  the  many  taxes  to  which  the  Water  Department 
would  be  subject  if  privately  owned. 

The  Water  Department  has  therefore  limited  its  compliance  with  this  Char- 
ter requirement  by  maintaining  records  of  water  delivered  without  charge  to 
various  Municipal  Departments,  the  value  of  which  is  computed  at  regular 
metered  rates.  These  deliveries  amounted  to  $585,040.52  for  the  fiscal  year 
ended  June  30,  1947,  as  compared  with  $555,288.72  for  the  previous  fiscal  year. 
These  amounts  are  not  reflected  on  the  Statement  of  Income,  Exhibit  A,  at- 
tached. 

Taxes  paid  to  other  cities  and  counties  by  the  San  Francisco  Water  De- 
partment and  included  in  operating  expenses  amounted  to  $331,692.26  of  which 
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$50,659.24  represented  special  assessments  and  water  rights  paid  under 
protest. 

FINANCIAL  POSITION 

We  present  hereunder  condensed,  comparative  balance  sheets  of  the  San 
Francisco  Water  Department  as  of  June  30,  1947  and  1946. 


Cash  on  deposit  with  Treasurer . . 

Revolving  fund 

Accounts  receivable,  less  reserve  .. 
Interfund  accounts  receivable...  ... 
Deferred  charges 


Total  . 


LIABILITIES 


Bond  interest  payable 

Accounts  payable  and  commitments  ... 
Consumers’  deposits  and  construction  advances 
Interfund  accounts  payable  . 

Reserve  for  workmen’s  compensation  insurance 

Deferred  credits 

Surplus  

Total  


Jum 

: 30 

1947 

1946 

..$46,808,687.72 

$46,640,634.64 

. 7,121,296.22 

6,665,273.42 

30,000.00 

30,000.00 

754,502.68 

826,333.71 

33,048.14 

85,025.31 

..  1,851,426.77 

1,011,480.34 

..$56,598,961.53 

$55,258,747.42 

$27,947,000.00 

$29,506,000.00 

577,411.66 

599,628.33 

. 1,637,889.54 

801,954.38 

s 178,408.37 

124,323.49 

476,067.80 

453,945.87 

3 104,371.53 

74,276.31 

28,409.83 

282,454.54 

. 25,649,402.80 

23,416,164.50 

.$56,598,961.53 

$55,258,747.42 

ASSETS 

Property,  $46,808,687.72  (net),  is  recorded  at  appraised  values  as  of  Decem- 
ber 31,  1937,  plus  subsequent  additions  at  cost,  with  the  exception  of  the  addi- 
tion of  the  Bay  Bridge  Pump  and  Supply  Line.  Comment  in  connection  with 
this  addition  appears  hereinafter.  The  appraisal  as  of  December  31,  1937  was 
made  by  engineers  of  the  Public  Utilities  Commission  pursuant  to  Section  128 
of  the  Charter.  It  is  our  understanding  that  the  basis  of  the  appraisal  was, 
in  general,  cost  at  the  time  the  property  was  first  devoted  to  public  service. 
This  appraisal  also  included  an  estimate  of  the  useful  life  and  salvage  value 
of  each  unit  of  depreciable  property  in  accordance  with  which  the  reserve  for 
depreciation  was  adjusted  as  of  December  31,  1937. 

Water  Department  engineers  provided  an  appraisal  of  the  Bay  Bridge 
Pump  and  Supply  Line  under  date  of  August  20,  1947.  This  appraisal  reflected 
an  estimated  value  in  the  amount  of  $111,509.00  as  of  January  1,  1938  together 
with  accrued  depreciation  thereon  to  June  30, 1947  in  the  amount  of  $21,185.00. 
The  Water  Department  reduced  the  book  value  of  this  water  system  as  of 
June  30, 1947  in  order  to  conform  to  the  appraisal.  Further  information  in  con- 
nection with  this  matter  is  provided  hereinafter  in  comments  relating  to  De- 
ferred Credits. 

Provision  for  depreciation  of  property  during  the  period  December  31,  1937 
to  June  30, 1946,  has  been  recorded  on  a straight  line  basis  computed  on  capital 
assets  in  existence  at  the  beginning  of  each  year.  The  annual  provisions  during 
that  period  have  not  given  effect  to  additions,  sales,  and  retirements  during 
each  year.  Profits  and  losses  on  sales  and  retirements  of  depreciable  property 
have  been  determined  without  giving  effect  to  accumulated  depreciation  there- 
on and  have  been  credited  or  charged  to  the  depreciation  reserve  account.  Costs 
for  these  purposes  have  been  based  on  recorded  values. 

In  accordance  with  the  recommendation  of  the  Controller’s  Division  of  Util- 
ity Audits,  the  Water  Department  computed  in  detail  the  depreciation  expense 
for  the  fiscal  year  ended  June  30,  1947  on  each  item  of  depreciable  property, 
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together  with  the  accumulated  reserve  therefor,  as  of  June  30,  1947.  As  a re- 
sult, the  reserve  for  depreciation  was  reduced  as  of  June  30, 1947  in  the  amount 
of  $173,269.49  and  the  Surplus  account  was  credited  with  this  amount  as  shown 
on  Exhibit  B,  attached.  This  amount  includes  net  adjustments  for  gains  and 
losses  sustained  on  sales  and  retirements  of  depreciable  property  during  the 
period  January  1,  1938  to  June  30,  1947,  together  with  adjustments  of  exces- 
sive depreciation  during  that  period. 

A summary  of  the  changes  in  property  and  reserve  for  depreciation  during 
the  year  ended  June  30,  1947,  is  as  follows: 


Property  in  service: 

Balance,  July  1,  1946 
Adjustment  of  reserve  as  of 
June  30,  1947  


Deductions 

Sales,  retirements,  etc $ 

Write-off — excess  of  capital- 
ized costs  over  appraised 
value — San  Francisco  Bay 
Exposition  Water  System 

1 


Property 

Reserve  for 
Depreciation 

Net 

Book  Value 

^$72,861,572.31 

$26,855,649.39 

$46,005,922.92 

(173,269.49) 

173,269.49 

$72,861,572.31 

578,393.08 

$26,682,379.90 

888,180.86 

$46,179,192.41 

(309,787.78) 

$73,439,965.39 

$27,570,560.76 

$45,869,404.63 

$ 96,186.91 

$ 39,990.07 

$ 56,196.84 

366,832.10 
463,019  01 


$ 39,990  07  $ 


366,832.10 

423,028.94 


Balance,  June  30,  1947 

..  $72,976,943.38 

$27,530,570  69 

$45,446  375.69 

Property  under  construction: 

Balance,  July  1,  1946 

Additions  

634,711.72 

925,105.43 

$ 634,711.72 

925,105.43 

$ 1,559,817.15 

$ 1,559,817.15 

Deductions: 

Construction  completed  and 
transferred  to  property  in 

service  $ 

Miscellaneous  transfers 

196,416.59 

1,088.53 

$ 196,416.59 

1,088.53 

$ 

197,505.12 

$ 197,505.12 

Balance,  June  30,  1947 

1,362,312.03 

$ 1,362,312.03 

Total  

..  $74,339,258.41 

$27,530,570.69 

$46,808,687.72 

Additions: 

Land  

Buildings  and  structures  

Source  of  water  supply  

Pumping  station  equipment 

Purification  system 

Transmission  and  distribution: 

Installation  of  meters,  services,  and  mains  $< 
Miscellaneous  ..... 

General  equipment 
Automobiles  .... 

Undistributed  construction  expense: 

San  Francisco  Bay  Exposition  Water  System 
Total  additions 


$ 29,106.33 
2,741.93 
1,480.23 
287.82 
5,392.22 
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Sales,  retirements,  etc.: 


Land  $ 46,546.20 

Buildings  and  structures  3,363.00 

Source  of  water  supply 275.00 

Pumping  station  equipment 20,042.00 

Transmission  and  distribution 8,905.51 

General  equipment 678.74 

Automobiles  16,316.23 

Miscellaneous  1. 60.23 


Total  sales,  retirements,  etc $ 96,186.91 


Property  under  construction  at  June  30, 1947  is  summarized  as  follows: 


San  Andres  Outlet  No.  3 ....  $ 749,151.58 

Sutro  Reservoir  Project 244,100.64 

Anza  Vista  Subdivision 46,653  59 

Pleasanton  Wells  Supply 40,691.79 

Apparel  City  Project 35,554  80 

Irvington  Pump  Station 26,367  01 

Sunset  Supply  Line 37,175.01 

Third  Bay  Division  Pipeline 30,180.57 

All  other  projects 152,437.04 


Total $1,362,312.03 


We  inspected  contracts,  purchase  orders,  and  invoices  and  determined  that 
expenditures  were  properly  capitalized.  Major  expenditures  were  approved  by 
the  Public  Utilities  Commission.  The  recorded  sales  and  retirements,  etc.  con- 
sisted of  land  and  equipment  not  needed  in  operations,  and  necessary  replace- 
ments of  automotive  equipment. 

Cash  on  deposit,  $7,121,296.22,  represents  the  aggregate  amount  of  all  funds 
of  the  Water  Department  on  deposit  with  the  Treasurer  of  the  City  and  County 
of  San  Francisco.  This  amount  was  verified  by  reference  to  the  report  of  ex- 
amination of  the  Treasurer’s  Office  by  the  Controller  for  the  fiscal  year  ended 
June  30,  1947,  and  was  confirmed  by  independent  accountants  engaged  in  ex- 
amination of  the  Controller’s  accounts.  Detail  of  this  amount  is  summarized 
as  follows: 


Operating  fund $ 958,773.07 

Reconstruction  and  replacement  fund 726,653.93 

Extension  reserve  fund  ..  2,245,264.67 

Water  works  system  bond  fund,  1942  1,250,000.00 

Bond  interest  fund,  1928  issue 559,035.00 

Bond  redemption  fund,  1928  issue 1,012,000  00 

Bond  interest  fund,  1933  issue.. 5,260.00 

Bond  fund,  1933  issue  584  26 

Land  purchase  fund  363,725  29 


Total $7,121,296.22 


The  composition  of  the  revolving  fund  of  $30,000.00  at  June  30,  1947,  was 
as  follows: 


Cash  in  banks $18,243.90 

Water  sales  charge  and  petty  cash  funds 3,675.00 

Disbursements  awaiting  reimbursement 8,081.10 


Total $30,000.00 


Cash  in  banks,  $18,243.90,  was  confirmed  by  direct  correspondence  with  the 
depositaries  and  cash  on  hand  was  counted  during  the  course  of  our  examina- 
tion. Disbursements  awaiting  reimbursement  are  represented  by  accounts  and 
deposits  payable  as  of  June  30,  1947. 
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Accounts  receivable  amounting  to  $754,502.68  consisted  of  the  following 


items: 

Consumers’  accounts  receivable $753,629.79 

Less  reserve  for  doubtful  accounts 47,125.54 


$706,504.25 

Other  accounts  receivable: 

Walnut  Growers’  Association $ 7,837.89 

Lessees  ....  11,740.33 

Miscellaneous  28,420.21 

47,998.43 

Total $754,502.68 

Consumers’  accounts  receivable  include  accounts  aggregating  $2,902.83  sub- 
ject to  more  than  the  usual  routine  collection  procedure  but  not  necessarily 
uncollectible.  During  the  year  ended  June  30,  1947,  accounts  totaling  $2,444.98 
were  written  off  as  uncollectible  and  collections  on  accounts  previously  written 
off  amounted  to  $496.29. 

We  reviewed  consumers’  accounts  as  to  collectibility  and  communicated  by 
mail  with  all  consumers  whose  delinquent  balances  exceed  $50.00  at  June  30, 
1947.  On  the  basis  of  this  review,  the  reserve  for  doubtful  accounts  appears 
to  be  more  than  adequate.  Changes  in  the  reserve  for  doubtful  accounts  during 


the  year  are  summarized  as  follows : 

Balance,  June  30,  1946  ......  $45,474.23 

Provision  for  doubtful  accounts 3,600.00 

Collection  of  accounts  previously  charged  off 496.29 


$49,570.52 

Less: 

Accounts  charged  off  as  uncollectible  .....  2,444.98 


Balance,  June  30,  1947  $47,125.54 


The  amount  due  from  the  Walnut  Growers’  Association  consists  principally 
of  proceeds  withheld  from  sales  of  walnuts  from  the  Department’s  orchards. 
These  funds  are  used  by  the  Association  for  operating  purposes  and  are  not 
currently  collectible.  Miscellaneous  accounts  receivable  principally  consist  of 
amounts  due  for  construction  work  done  for  government  consumers.  We  were 
informed  that  no  losses  are  anticipated  in  the  collection  of  the  lessees’  and 
miscellaneous  accounts  receivable. 

Interfund  accounts  receivable  consisted  of  the  following: 


Hetch  Hetchy  Water  Supply  $ 7,177.21 

Hetch  Hetchy  Power  Division 474.91 

Municipal  Railway ...  21,097.68 

San  Francisco  Airport . 4,298.34 


Total ....  $33,048.14 


The  above  amounts  due  from  other  funds  consist  primarily  of  advances  for 
purchase  of  insurance.  The  Water  Department  contracted  for  the  major  por- 
tion of  the  outside  insurance  carried  by  all  utilities.  The  foregoing  amounts 
were  confirmed  by  independent  accountants  engaged  in  examination  of  the 
accounts  of  the  Hetch  Hetchy  Water  Supply  and  Power  Project  and  the  Muni- 
cipal Railway.  The  amount  due  from  the  San  Francisco  Airport  was  confirmed 
by  the  Controller’s  office. 
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Deferred  charges  are  summarized  in  the  following  tabulation: 


Materials  and  supplies $ 422,495.93 

Commitments — outside  vendors 1,381,339.69 

Commitments — interfund  13,081.00 

Other  deferred  charges 34,510.15 


Total $1,851,426.77 


A physical  inventory  of  materials  and  supplies  was  taken  by  employees  of 
the  Water  Department  on  or  about  May  28,  1947,  and  was  reconciled  to  the  in- 
ventory as  shown  by  the  books  at  May  31,  1947.  A net  decrease  in  the  book 
inventory  of  $6,863.68  resulted  from  adjustment  for  discrepancies  disclosed  by 
the  actual  count.  We  reviewed  the  accounting  for  transactions  between  the 
date  of  inventory  taking  and  June  30,  1947.  We  also  reviewed  the  physical 
inventory  records,  procedures,  and  pricing  and  tested  computations  and  foot- 
ings to  the  extent  necessary  to  satisfy  ourselves  as  to  its  arithmetical  ac- 
curacy. 

Physical  quantities  were  verified  by  test  counts  subsequent  to  June  30,  1947. 
Quantities  counted  were  compared  to  perpetual  inventory  records  and  account- 
ing procedures  relating  to  the  maintenance  of  the  perpetual  inventory  records 
were  reviewed.  Materials  and  supplies  are  summarized  as  follows: 

Ordinary  maintenance,  extension,  and  service  items  $364,536.65 
Usable  materials  left  over  from  pipeline  construction 

projects  14,333.15 

Segregated  surplus  materials  and  equipment  held 

for  sale 43,626.13 


Total  ...  $422,495  93 


We  were  advised  that  no  further  sales  of  items  held  for  sale  in  the  amount 
of  $43,626.13  were  anticipated  but  that  the  majority  of  this  inventory  could 
probably  be  consumed  in  extension  or  new  construction  projects. 

Commitments  to  outside  vendors,  aggregating  $1,381,339.69,  represent  con- 
tracts, purchase  orders,  and  other  evidence  of  encumbrances  as  shown  by  the 
Controller’s  records  for  which  related  goods  and  services  had  not  been  received 
as  of  June  30,  1947.  The  contra  liability  appears  on  the  balance  sheet  under 
Accounts  Payable  and  Commitments. 

Commitments — interfund,  amounting  to  $13,081.00,  represent  Water  De- 
partment work  orders  issued  to  other  City  Departments  for  work  to  be  per- 
formed for  the  Water  Depatment.  The  conta  liability  appears  on  the  balance 
sheet  under  Interfund  Accounts. 

Other  deferred  charges,  in  the  amount  of  $34,510.15,  consist  primarily  of  the 
Department’s  own  manufactured  parts  in  process  and  installation  in  progress 
for  special  types  of  service  for  consumers. 

LIABILITIES 

Bonded  debt  at  June  30, 1947,  is  analyzed  as  follows: 


Matured  $ 12,000.00 

Due  1947-1948  1,563,000.00 

Due  after  June  30,  1948 26,372,000.00 


Total  ...  .....  $27,947,000.00 


Bonds  of  the  1928  issue  are  due  serially,  $1,000,000.00  on  July  1,  of  each 
year  from  1947  to  1970.  Bonds  of  the  1933  issue  are  due  $563,000.00  on  De- 
cember 1,  1947,  to  1952,  and  $557,000.00  on  December  1,  1953. 

At  a special  election  on  June  9,  1942,  the  issuance  of  $1,250,000.00  in  bonds 
for  the  purpose  of  construction  of  certain  facilities  at  Lake  Merced  was 
authorized  by  the  voters  of  the  City  and  County  of  San  Francisco.  These  bonds 


July  1,  1928  December  1, 

4V2%  (Spring  1933 

Valley)  Issue  4%  Issue 

$ 12,000.00  $ 

1,000,000.00  563,000.00 

23,000,000.00  3,372,000.00 

$24,012,000.00  $3,935,000.00 
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were  to  be  redeemable  serially,  $250,000.00  each  year  from  June  10,  1943.  Inas- 
much as  construction  was  delayed  due  to  unavailability  of  materials,  the  Board 
of  Supervisors  has  caused  the  cancellation  of  authorized  bonds  in  amounts 
equal  to  that  which  would  have  been  due  on  the  first  five  redemption  dates,  and 
also,  directed  the  transfer  of  $1,250,000.00  to  a special  cash  fund  in  order  to 
assure  that  sufficient  funds  will  be  available  for  the  project. 

Interest  due  on  bonded  indebtedness  is  summarized  as  follows: 

Matured  coupons  not  presented  for  1928  Issue  i?33  I;su:! 


payment  $ 24,295.00  $ 19,035.00  $ 5,260.0 J 

Due  July  1,  1947  540,000.00  540,000.00 


Due  December  1,  1947  (accrued  portion)  13,116.66  13,116.66 


Total 


$577,411.66  $559,035.00  $18,376.66 


Our  verification  of  bonded  indebtedness  and  bond  interest  payable  was  limit- 
ed to  confirmation  of  the  respective  amounts  involved  by  reference  to  records 
of  the  Controller  and  by  communication  with  the  independent  auditors  en- 
gaged in  examination  of  the  Controller’s  accounts. 

The  liability  of  the  Water  Department  on  accounts  payable  and  commit- 
ments is  summarized  as  follows: 

Warrants  outstanding  $ 130,076.75 

Contracts,  purchase  orders,  etc.  (encumbrances) : 

For  materials  and  services  received $ 125,682.45 

Commitments — outside  vendors 1,381,339.69 


1,507,022.14 

Accrued  payrolls 790.65 

Total $1,637,889  54 

Records  of  the  Controller,  with  respect  to  the  liability  for  warrants  out- 
standing and  commitments,  were  in  agreement  with  those  of  the  Water  De- 
partment as  of  June  30,  1947,  and  a scrutiny  of  the  records  of  the  latter  dis- 
closed no  additional  unrecorded  liabilities  of  material  amount. 

Consumers’  deposits  and  construction  advances  are  detailed  in  the  following 


summary: 

Consumers’  guarantee  deposits ...  ...  $ 39,480.87 

Construction  advances : 

Total  advances  per  books.  $129,559.98 

Less  amount  due  other  City  Departments 5,983.30 


123,576.68 

Custom  work  advances  10,298.42 

Deposits  on  specifications  20.00 

Trust  funds  5,032.40 


Total  $178,408.37 

We  reconciled  each  class  of  deposit  with  the  detail  registers  and  examined 
the  supporting  data  related  thereto.  Construction  advances  are  refundable  i.i 
full,  while  custom  work  advances  are  applied  against  the  cost  of  work  per- 
formed and  only  excess  advances  are  refundable.  Amounts  due  other  City  De- 
partments have  been  deducted  from  advances  as  shown  above  for  the  purpose 
of  balance  sheet  presentation.  The  amount  involved,  $5,983.30,  is  included  in 
the  total  amount  of  interfund  accounts  payable. 

Interfund  accounts  payable  of  $476,067.80  have  been  reconcil.d  with  the 
records  of  the  Controller  with  the  exception  of  the  amount  payable  to  the  Em- 
ployees’ Retirement  System  subsequently  commented  upon.  Of  the  foregoing 
amount,  $400,000.00  is  due  the  general  fund  on  account  of  a temporary  loan 
and  $37,022  45  represents  the  estimated  amount  due  the  Employees’  Retire- 
ment System  for  equalizing  contributions  against  employee  deductions,  to- 
gether with  ceitain  medical  and  operating  expenses  payable  by  the  Water  De- 
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partment.  This  latter  amount  of  $37,022.45  was  not  confirmed  due  to  the  fact 
that  the  records  of  the  retirement  system  were  not  completely  reconciled  at 
the  time  of  completion  of  our  examination. 

Reserve  for  workmen’s  compensation  insurance  of  $104,371.53  consists  of 
a reserve  of  $61,362.38  accumulated  by  a regular  monthly  charge  to  expense 
based  on  a portion  of  the  payroll,  and  $43,009.15,  representing  the  balance  re- 
maining in  a reserve  accumulated  for  certain  charges,  including  compensation 
insurance,  on  the  remaining  payroll.  This  latter  reserve  is  termed  “Reserve 
for  Maintenance  Overhead.” 

An  analysis  of  the  changes  in  the  workmen’s  compensation  insurance  re- 
serve (including  the  reserve  for  maintenance  overhead)  occurring  during  the 
fiscal  year  ended  June  30,  1947,  appears  as  follows: 


Total 

Workmen's 

Compensation 

Reserve 

Maintenance 

Overhead 

Reserve 

Balance,  June  30,  1946 

Additions 

$ 74,276.31 
104,955.45 

$53,566.51 

9,480.89 

$ 20,709.80 
95,474.56 

$179,231.76 

$63,047.40 

$116,184.36 

Charges  by  the  Department 

$ 73,175.21 

$ 

$ 73,175.21 

Charges  by  the  retirement  system  for 
compensation  and  hospitalization 

1,685.02 

1,685.02 

$ 74,860.23 

$ 1,685.02 

$ 73,175.21 

Balance,  June  30,  1947 

$104,371.53 

$61,362.38 

$ 43,009.15 

Deferred  credits  consist  of  the  following  items: 


Pro  rata  cost  to  Board  of  State  Harbor  Commission- 


ers for  installation  of  16  inch  and  18  inch  mains 
on  State  property  at  Third  and  Islais  Streets, 

San  Francisco  (contra  in  Other  Accounts 
Receivable)  . ..  — $24,055.15 

Checks  on  revolving  funds  not  presented  for  pay- 
ment within  sixty  days  of  issue 3,134.30 

Rents  collected  in  advance 391.50 

Reserve  for  official  advertising 670.22 

Miscellaneous  158.66 


Total $28,409.83 


As  of  June  30,  1946  the  records  of  the  Water  Department  reflected  a de- 
ferred credit  in  the  amount  of  $279,211.36.  This  amount  represented  costs  con- 
tributed by  the  Federal  Government  and  the  San  Francisco  Bay  Exposition 
Company  for  the  water  system  on  Yerba  Buena  and  Treasure  Island,  includ- 
ing a connecting  pipe  line  to  the  source  of  supply  in  San  Francisco  and  after 
deduction  for  charges  for  water  furnished.  The  amount  of  $279,211.36  was  re- 
flected as  a deferred  credit  pending  determination  of  the  value  of  the  portion 
of  the  water  system  to  be  retained  by  the  San  Francisco  Water  Department. 
In  accordance  with  resolution  8441  of  the  Public  Utilities  Commission,  dated 
September  15,  1947,  the  appraised  value  of  the  properties  transferred  to  the 
Water  Department  was  determined  and  the  amount  thereof  was  recorded  on 
the  Water  Department’s  books  as  of  June  30,  1947.  The  deferred  credit  in  the 
amount  of  $279,211.36  was  disposed  of  as  follows: 
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Balance,  June  30, 1946  (detail  of  this  amount  appears  in  prior  audit 


reports)  _ .. $279,211.36 

Add: 

To  increase  book  value  of  water  system  to  actual  cost 110,825.93 


Deduct: 

Excess  of  cost  over  appraised  value — as  of  January  1,  1938: 

Cost  ....  $478,341.10 

Appraised  value 111,509.00 

$366,832.10 

Additional  charge  for  water 

furnished  73.00 

Adjustment  of  costs .06 


$390,037.29 


366,905.16 


Balance  of  deferred  credit  transferred 
to  Surplus  as  of  June  30,  1947 — 

Exhibit  B $ 23,132.13 


The  changes  in  surplus  during  the  fiscal  year  ended  June  30,  1947,  are  set 
forth  on  Exhibit  B,  appended  hereto.  A summary  analysis  thereof  is  presented 
below: 


Balance,  June  30,  1946,  as  per  previous  audit 


report  

Add: 

Net  income  for  year  ended  June  30,  1947  $1,944,733.47 

Profit  on  sales  of  land — net 196,789.63 

Consideration  from  United  States  Navy  for 

increased  consumption  at  Moffett  Field 14,000.00 

Adjustment  of  reserve  for  depreciation 173,269.49 

Miscellaneous  additions  and  deductions  (net)  3,212.09 

Transfer  from  deferred  credits  re  Bay  Bridge 

Pump  and  Supply  Line 23,132.13 

Proceeds  of  judgment  against  United 

States  Navy 26,196.60 


$23,416,164.50 


2,381,333.41 


$25,797,497.91 

Deduct: 

Prior  years’  contributions  to  Hetch  Hetchy 

Water  Supply  and  Power  Project $ 78,934.52 

Payment  of  judgment  against  Department  for 

prior  years’  salary 69,160.59 

148,095.11 

Balance,  June  30,  1947 $25,649,402.80 


We  conferred  with  the  City  Attorney’s  office  to  determine  any  liabilities, 
direct  or  contingent,  from  lawsuits  pending  or  in  progress  against  the  De- 
partment as  of  June  30,  1947.  We  were  advised  that  there  are  contingent  lia- 
bilities from  various  claims  arising  almost  daily  for  damages  occasioned  by  the 
bursting  of  pipes,  flooding  of  basements,  etc.,  the  amounts  of  which  cannot  be 
readily  ascertained  and  for  which  there  are  no  actions  pending,  inasmuch  as 
these  claims  are  settled  currently. 

GENERAL 

The  Water  Department  carries  full  coverage  on  automobiles  and  trucks, 
including  non-owned  vehicles,  and  also  messenger,  robbery,  burglary,  elevator, 
boiler,  and  plate  glass  insurance.  Fire  insurance  on  hay  and  grain  received 
under  crop  shares  rental  agreements  is  also  carried.  The  Water  Department 
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does  not  carry  insurance  on  its  properties  or  against  liability  for  property 
damage  and  workmen’s  compensation.  A reserve  is  provided  on  the  books,  as 
already  noted,  for  workmen’s  compensation.  All  other  losses  are  charged  to 
current  expenses  when  incurred. 


OPINION 

In  our  opinion,  subject  to  the  exceptions  set  forth  in  the  three  succeeding 
paragraphs,  the  accompanying  balance  sheet  and  related  statements  of  in- 
come and  surplus  present  fairly  the  position  of  the  San  Francisco  Water  De- 
partment at  June  30,  1947,  and  the  results  of  its  operations  for  the  year  then 
ended,  in  conformity  with  generally  accepted  accounting  principles  applied 
on  a basis  consistent  with  that  of  the  preceding  year. 

EXCEPTIONS: 

1.  The  statement  of  income,  Exhibit  A,  attached,  does  not  include  revenue 
from  water  sold  to  Municipal  departments  delivered  without  charge, 
which,  if  billed  at  regular  rates,  would  have  resulted  in  additional  revenue 
of  $585,040.52,  nor  does  it  include  a charge  of  an  equal  amount  also  re- 
corded on  the  books  for  municipal  tax  expense  as  explained  on  Pages  100 
and  101  of  this  report. 

2.  During  the  fiscal  year  ended  June  30,  1947,  the  Water  Department 
changed  the  allocation  of  payments  to  Hetch  Hetehy  Water  Supply  and 
Power  Project.  All  payments  applicable  to  that  fiscal  year  totaling 
$3,731,908.00  were  charged  to  the  Water  Department’s  operating  ex- 
penses. During  the  fiscal  year  ended  June  30, 1946,  these  payments  totaled 
$2,580,135.00  of  which  $661,277.00  was  charged  to  operating  expenses  as 
a standby  charge  and  for  water  purchased,  $1,591,935.00  was  charged  to 
Surplus  as  a contribution  to  bond  interest  and  redemption,  $281,186.02 
was  charged  to  Surplus  as  a contribution  to  operating  expenses  and  the 
balance,  in  the  amount  of  $45,736.98  was  charged  to  interfund  accounts 
receivable  and  deferred  charges. 

3.  Provision  for  depreciation  of  property  during  the  period  December  31, 

1937  to  June  30, 1946  has  been  recorded  on  a straight  line  basis  computed 
on  capital  assets  in  existence  at  the  beginning  of  each  year.  The  annual 
provisions  during  that  period  have  not  given  effect  to  additions,  sales, 
and  retirements  during  each  year.  Profits  and  losses  on  sales  and  retire- 
ments of  depreciable  property  have  been  determined  without  giving  effect 
to  accumulated  depreciation  thereon  and  have  been  credited  or  charged 
to  the  depreciation  reserve  account. 

The  provision  for  depreciation  for  the  fiscal  year  ended  June  30,  1947  has 
been  computed  on  a straight  line  basis  on  depreciable  property  owned 
during  the  fiscal  year.  Net  gains  and  losses  sustained  on  sales  and  retire- 
ments of  depreciable  property  during  the  fiscal  year  ended  June  30,  1947 
have  been  reflected  in  Surplus  and  are  included  in  the  amount  of 
$173,269.49  credited  to  Surplus  as  shown  on  Exhibit  B,  attached.  This 
amount  includes  net  adjustments  for  gains  and  losses  sustained  on  sales 
and  retirements  of  depreciable  property  during  the  period  January  1, 

1938  to  June  30,  1947,  together  with  adjustments  of  excessive  deprecia- 
tion during  that  period. 


Very  truly  yours, 

SKINNER  & HAMMOND, 


Certified  Public  Accountants 
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EXHIBIT  A 

SAN  FRANCISCO  WATER  DEPARTMENT 
STATEMENT  OF  INCOME 
FOR  THE  YEARS  ENDED  JUNE  30,  1947  AND  1 


Water  Sales: 

San  Francisco 

Outside  San  Francisco 

Municipal  departments 
(Note  1) 

Total 

Operating  Expenses: 

Source  of  water  supply — Sche- 
dule 1 

Standby  charge  and  purchase 
of  water  — Hetch  Hetchy 
Water  Supply  and  Power 

Project  (Note  2) 

Pumping — Schedule  1 

Purification — Schedule  1 

Transmission  and  distribution 

— Schedule  1 

Commercial  expenses  — Sche- 
dule 1 


ip 


$ 257,388.24 
184,486.51 


$ 257,189.43 

$ 217,232.53 

$ 

39,956.90 

3,731,908.00 

661,277.00 

3,070,631.00 

243,215.45 

230,382.46 

12,832.99 

83,085.18 

82,059.99 

1,025.19 

503,694.85 

389,937.38 

113,757.47 

526,364.93 

452,323.77 

74,041.16 

1 657,827.42 

574,863.24 

82,964.18 

3,600.00 

3,600.00 

888,180.86 

979,233.30 

91,052.44* 

$6,895,066.12 

$3,590,909.67 

$3,304,156.45 

- $3,039,244.71 

$5,893,970.98 

$2,854,726.27* 

$ 107,689.81 

$ 86,314.55 

$ 

21,375.26 

73,897.98 

62,893.03 

11,004.95 

7,499.96 

21,685.85 

12*237!o9 

9,448.76 

$ 210,773.60 

$ 168,944.63 

$ 

41,828.97 

$1,246,783.33 

$1,314,303.33 

$ 

67,520.00* 

18,241.17 

30,509.39 

VSS& 

6 202  82 
3,791.26* 

9,750.95 

1,298.39 

8,452.56 

$1,305,284.84 

$1,361,940.72 

$ 

56,655.88* 

$1,944,733.47 

$4,700,974.89 

$2,756,241.42* 

SI 
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EXHIBIT  B 

SAN  FRANCISCO  WATER  DEPARTMENT 
STATEMENT  OF  SURPLUS 
FOR  THE  YEAR  ENDED  JUNE  30,  1947 


Balance,  June  30,  1946  

Additions: 

Net  income  for  year  ended  June  30,  1947 — 

Exhibit  A ......  ....  $1,944,733.47 

Excess  of  proceeds  over  book  value 
on  sales  of  various  parcels  of 
land  during  the  year  ended  June 
30,  1947: 

Proceeds  of  sales $237,810.83 

Book  value 39,875.20 


197,935.63 

Excess  of  appraised  value  of  Bay  Bridge 
Pump  and  Supply  Line  and  reimbursed 

costs  over  charges  for  water  furnished 23,132.13 

Reduction  of  reserve  for  depreciation  as  of 
June  30,  1947  resulting  in  net  adjustment 
for  gains  and  losses  on  sales  and  retire- 
ments of  depreciable  property  during  the 
period  January  1,  1938  to  June  30,  1947  and 
adjustment  of  excessive  depreciation  dur- 


ing that  period  .....  173,269.49 

Judgment  awarded  arising  from  suit  against 
United  States  Navy  for  infringement  on 
water  rights  near  Pleasanton,  Alameda 

County,  California 26,196.60 

Payment  by  United  States  Navy  for  increase 
of  water  consumption  at  Moffett  Field, 

California  14,000.00 

Adjustment  of  estimated  contributions  to 
Employees’  Retirement  System  for  year 

1945-1946  to  actual  contributions 4,038.12 

Return  of  excess  contributions  to  expenses  of 
Public  Utilities  Commission  for  year  1945- 
1946  ....  895.08 

Proceeds  from  sale  of  portion  of  right  of  way 

of  Newark-San  Lorenzo  pipe  line 2,268.88 

Proceeds  from  sale  of  easement  over  portion 
of  Ravenswood-Belmont  right  of  way  for 

roadway  and  railroad  crossing 100.00 

Consideration  for  quitclaim  deed  to  certain 
25  foot  easement  east  of  former  Belmont 

Pump  Station  50.00 

Refund  of  excessive  salary  paid  to  employee 
from  December  31,  1943  to  December  31. 

1945  230.06 


Balances-Forward  $2,386,849.46 


$23,416,164.50 


$23,416,164.50 
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EXHIBIT  B (Continued) 

SAN  FRANCISCO  WATER  DEPARTMENT 
STATEMENT  OF  SURPLUS 
FOR  THE  YEAR  ENDED  JUNE  30,  1947 


Balances — Forward  ...  $2,386,849.46 

Additions  (Continued): 

Write  off  of  unpaid  revolving  fund  checks 

more  than  ten  years  old 460.87 

Write  off  of  consumers’  guarantee  deposits 

more  than  ten  years  old 179.92 

Adjustment  of  prior  years’  water  sales  to  San 

Francisco  Bay  Exposition  Company 73.00 


Total  

Deductions: 

Contribution  to  Hetch  Hetchy  Water  Supply 
and  Power  Project  for  prior  years’  operat- 
ing expenses $ 78,934.52 

Payment  of  judgment  rendered  under  date 
of  August  27,  1946,  by  the  Superior  Court 
of  the  State  of  California  in  and  for  the 
City  and  County  of  San  Francisco  against 
the  City  and  County  of  San  Francisco  for 
additional  compensation  to  the  Manager 
of  the  Water  Department  covering  the 
period  from  July  1,  1932  to  June  30,  1946  69,160.59 

Excess  of  book  value  over  proceeds 


of  property  sold: 

Book  value  $6,671.00 

Proceeds  ....  ....  5,525.00 

1,146.00 

Prior  years’  repairs  to  Newark-San  Lorenzo 
pipe  line  800.00 


Reduction  of  1945-1946  sales  by  amount  of 
surcharge  included  therein,  billed  to  United 
States  Navy  for  additional  capacity  on  Palo 
Alto  pipe  line  to  increase  consumption  at 
Moffett  Field,  California;  above  amount  of 
surcharge  applied  against  flat  charge  of 
$14,000.00  to  United  States  Navy  for  in- 
crease of  consumption  at  Moffett  Field, 


California  4,160.61 

Adjustment  of  June  30,  1946  inventory 123  23 


$23,416,164.50 


2,387,563.25 

$25,803,727.75 


154,324.95 

..$25,649,402,80 


Balance,  June  30,  1947 
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EXHIBIT  B-l 

SAN  FRANCISCO  WATER  DEPARTMENT 
SUMMARY  OF  SURPLUS  ACCOUNT 
FROM  MARCH  3,  1930  TO  JUNE  30,  1947 
Initial  Surplus  as  at  March  3,  1930: 

Excess  earnings  of  Spring  Valley  Water  Company  from  1922 
to  1930  applied  as  a reduction  of  the  purchase  price  in  ac- 
cordance with  order  of  the  Railroad  Commission  of  the 


State  of  California $ 4,152,652.24 

Valuation  placed  upon  Municipal  Water  Works 100,000.00 

$4,252,652.24 

Less:  Additional  allowance  for  depreciation  from  March  1, 

1920  to  March  3,  1930 2,327,916.67 


Total 


$ 1,924,735.57 


Additions : 

Net  income  March  3,  1930  to  June  30,  1947, 
including  miscellaneous  year  to  year  Sur- 
plus adjustments $42,496,124.77 

Grants  earned  on  Federal  Works  Projects.  ..  2,358,987.60 

Bond  premiums  less  bond  expenses  on  sale 

of  1933  Water  Distribution  Bonds 808,292.40 

Properties  and  materials  from  Newark-San 
Lorenzo  pipe  line  transferred  from  Hetch 
Hetchy  Water  Supply  and  Power  Project 

at  salvage  value 325,992.22 

Depreciated  value  of  twelve-inch  mains 

transferred  from  San  Francisco  Airport.—  20,898.83 

Labor  donated  by  Federal  Government  for 
construction  of  roof  over  Crystal  Springs 

Aqueduct  20,091.00 

City  of  Palo  Alto  contribution  to  cost  of 

Palo  Alto  pipe  line 217,207.04 

Cash  received  under  agreements  relating  to 

Palo  Alto  pipe  line 84,000.00 


46,331,593.86 

Total  $48,256,329.43 

Deductions : 

Contributions  to  general  fund 

Contributions  to  Hetch  Hetchy  Water  Sup- 
ply and  Power  Project  to  June  30,  1946 ... 

Land  contributed  to  City  and  County  of  San 
Francisco  and  to  Joint  Highway  Commis- 
sion for  streets  and  boulevards 

Excess  of  adjusted  book  value  of  plant  ap- 
praisal at  December  31, 1937 


$15,992,457.24 

4,474,227.69 

149,766.79 

1,990,474.91 


22,606,926.63 


Balance,  June  30,  1947 


$25,649,402.80 
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EXHIBIT  C 

SAN  FRANCISCO  WATER  DEPARTMENT 
BALANCE  SHEET 
AS  OF  JUNE  30,  1947 

ASSETS 


Property: 

In  Service: 

Tangible  property  $69,793,722.38 

Intangible  property 3,183,224.00 

Total  $72,976,946.38 

Less:  Reserve  for  depreciation 27,530,570.69 

Property  in  service — net  book  value $45,446,375.69 

Under  construction  1,362,312.03 


$46,808,687.72 


Cash: 

On  deposit  with  Treasurer $ 7,121,296.22 

Revolving  fund  30,000.00 


Accounts  Receivable: 

Consumers  $ 

Less:  Reserve  for  doubtful  accounts 


7,151,296.22 


753,629.79 

47,125.54 


Consumers — net  $ 706,504.25 

Other  accounts  receivable 47,998.43 


Interfund  Accounts — Other  public  service  en- 


terprises   

Deferred  Charges: 

Materials  and  supplies $ 422,495.93 

Commitments — Outside  vendors  (contra) 1,381,339.69 

Commitments — Interfund  (contra) 13,081.00 

Other  _ 34,510.15 


754,502.68 

33,048.14 


1,851,426.77 


Total  Assets 


$56,598,961.53 
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EXHIBIT  C 

SAN  FRANCISCO  WATER  DEPARTMENT 
BALANCE  SHEET 
AS  OF  JUNE  30,  1947 

LIABILITIES 


Bonded  Debt: 


Spring  Valley  Water  issue  of  1928,  4 %%, 
maturing  $1,000,000.00  annually  to  July 
1,  1970; 

Due  July  1,  1947..... $ 1,000,000.00 

Due  July  1,  1948  to  1970 23,000,000.00 

Matured  bonds  not  presented  for  pay- 
ment   12,000.00 

Water  Distribution  issue  of  1933,  4%,  ma- 
turing $563,000.00  annually,  to  December 
1,  1952,  and  $557,000.00  on  December  1, 

1953  3,935,000.00 

$27,947,000.00 

Bond  Interest  Payable: 

Due  July  1,  1947 $ 540,000.00 

Matured  coupons  not  presented  for  payment  24,295.00 

Accrued,  not  due 13,116.66 


577,411.66 

Accounts  Payable  and  Commitments: 

Warrants  outstanding $ 130,076.75 

Accounts  payable 126,473.10 

Commitments  for  goods  and  services  not 
received — outside  vendors  (contra) 1,381,339.69 


Consumers’  Deposits  and  Construction  Ad- 


vances   

Interfund  Accounts: 

Other  public  service  enterprises $ 19,571.15 

General  city  and  county 443,415.65 

Commitments — Interfund  (contra) 13,081.00 


1,637,889.54 

178,408.37 


476,067.80 


Total  Liabilities $30,816,777.37 

Reserve  for  Workmen’s  Compensation  Insurance,  etc.  . . 104,371.53 

Deferred  Credits 28,409.83 

Surplus — Exhibit  B 25,649,402.80 


Total  Liabilities,  Reserve,  Deferred 

Credits,  and  Surplus $56,598,961.53 
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EXHIBIT  C 

SAN  FRANCISCO  WATER  DEPARTMENT 
BALANCE  SHEET 
AS  OF  JUNE  30,  1947 

ASSETS 


Property: 

In  Service: 

Tangible  property $69,793,722.38 

Intangible  property 3,183,224.00 

Total  ....  $72,976,946.38 

Less:  Reserve  for  depreciation  27,530,570.69 

Property  in  service — net  book  value. $45,446,375.69 

Under  construction  1,362,312.03 


Cash: 

On  deposit  with  Treasurer  $ 7,121,296.22 

Revolving  fund 30,000.00 


Accounts  Receivable: 

Consumers  $ 753,629.79 

Less:  Reserve  for  doubtful  accounts 47,125.54 


Consumers — net  $ 706,504.25 

Other  accounts  receivable 47,998.43 


Interfund  Accounts — Other  public  service  en- 


terprises   

Deferred  Charges: 

Materials  and  supplies $ 422,495.93 

Commitments — Outside  vendors  (contra) 1,381,339.69 

Commitments — Interfund  (contra) 13,081.00 

Other  34,510.15 


$46,808,687.72 


7,151,296.22 


754,502.68 

33,048.14 


1,851,426.77 


Total  Assets 


$56,598,961.53 
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EXHIBIT  C 

SAN  FRANCISCO  WATER  DEPARTMENT 
BALANCE  SHEET 
AS  OF  JUNE  30,  1947 

LIABILITIES 


Bonded  Debt: 


Spring  Valley  Water  issue  of  1928,  4%%, 
maturing  $1,000,000.00  annually  to  July 
1,  1970: 

Due  July  1,  1947 $ 1,000,000.00 

Due  July  1,  1948  to  1970 23,000,000.00 

Matured  bonds  not  presented  for  pay- 
ment   12,000.00 

Water  Distribution  issue  of  1933,  4%,  ma- 
turing $563,000.00  annually,  to  December 
1,  1952,  and  $557,000.00  on  December  1, 

1953  3,935,000.00 


$27,947,000.00 

Bond  Interest  Payable: 

Due  July  1,  1947 $ 540,000.00 

Matured  coupons  not  presented  for  payment  24,295.00 

Accrued,  not  due 13,116.66 

577,411.66 

Accounts  Payable  and  Commitments: 

Warrants  outstanding $ 130,076.75 

Accounts  payable 126,473.10 

Commitments  for  goods  and  services  not 
received — outside  vendors  (contra) 1,381,339.69 

1,637,889.54 

Consumers’  Deposits  and  Construction  Ad- 
vances   178,408.37 

Interfund  Accounts: 

Other  public  service  enterprises $ 19,571.15 

General  city  and  county 443,415.65 

Commitments — Interfund  (contra) 13,081.00 

476,067.80 


Total  Liabilities — $30,816,777.37 

Reserve  for  Workmen’s  Compensation  Insurance,  etc. 104,371.53 

Deferred  Credits... 28,409.83 

Surplus — Exhibit  B._ 25,649,402.80 


Total  Liabilities,  Reserve,  Deferred 
Credits,  and  Surplus $56,598,961.53 
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SCHEDULE  “1” 

SAN  FRANCISCO  WATER  DEPARTMENT 
STATEMENT  OF  OPERATING  EXPENSES 
FOR  THE  YEARS  JUNE  30,  1947  AND  1946 


Source  of  Water  Supply: 

Superintendence  

Operating  labor  

Operating  supplies  and  expense 
Repairs — buildings,  fixtures,  and 
grounds 

Repairs — surface  facilities  

Total  


Pumping: 

Labor — pumping  .. 

Labor — miscellaneous  - 

Fuel  for  steam  

Power  purchased 

Lubricants  

Miscellaneous  supplies  and  expense 
Repairs — primary  pumping  equip- 
ment   

Repairs — boilers  and  equipment  . 
Repairs — miscellaneous  equipment 
Other  repairs  and  gardening  

Total  


Superintendence  and  labor 

Supplies  and  expense  

Repairs — plant  structure  and 

equipment  

Repairs  and  maintenance — roads 
and  trails 

Total  

Transmission  and  Distribution : 

Superintendence  

Patrolling  storage  facilities  

Meters  and  fittings  department ..... 

Street  department 

Consumers’  premises  expense 

Miscellaneous  supplies  and  expense 
Repairs — transmission  mains  and 

canals  

Repairs — reservoirs,  tanks,  and 

standpipes  .... 

Repairs — distribution  mains  and 
canals 

Repairs — service  connections  ..... 
Repairs — buildings,  streets,  and 

grounds  

Repairs — distribution  equipment 


Year  Ended  June  30. 
1947  1946 


$ 38,411.49  $ 32,049.54 

52,338.72  43,468.17 

12,096.84  11,691.75 

106,335.76  119,861.17 

48,006.62  10,161.90 


$257,189.43 


$ 66,189.85 
1,434.06 

30,613.73 
125,567.68 
35  39 
2,299.25 

7,697.91 

340.49 

2,652.69 

6,384.40 


$243,215.45 


$ 33,512.51 
45,626.96 

2,886.59 

1,059.12 


$ 83,085.18 


$ 49,853.69 
17,199.59 
61,368.80 

21,902.69 
27,049.75 
9,806.13 

42,589.40 

3.607.28 

118,872.73 

119,388.39 

27,889.12 

4.167.28 


$217,232.53 


$ 62,789.76 

957.91 
21,724.94 

129,460.03 

20.17 

1.943.60 

8,928.30 

484.91 
548.23 

3.524.61 


$230,382.46 


$ 33,506.40 
43,363.18 

4,322.75 

867.66 


$ 82,059.99 


$ 40,486.35 
17,845.42 

50,250.73 
19,851.36 

22.917.27 
5,447.80 

19,568.38 

3,433.65 

97.921.27 

87,968.69 

22,000.86 

2,245.60 


Decrease* 


$ 6,361.95 

8,870.55 
405.09 

13,525.41* 

37,844.72 


$ 39,956.90 


$ 3,400.09 
476.15 

8.888.79 
3,892.35* 

15.22 

355.65 

1,230.39* 

144.42* 

2,104.46 

2.859.79 


$ 12,832.99 


$ 6.11 

2,263.78 

1,436.16* 

191.46 


$ 1,025.19  . 


$ 9,367.34 

645.83* 
11,118.07 

2.051.33 
4,132.48 

4.358.33 

23,021.02 

173.63 

20,951.46 

31,419.70 

5,888.26 

1,921.68 


Total 


$503,694.85  $389,937.38  $113,757.47 


117 


SCHEDULE  “1”  (Continued) 

SAN  FRANCISCO  WATER  DEPARTMENT 
STATEMENT  OF  OPERATING  EXPENSES  (Continued) 
FOR  THE  YEARS  JUNE  30,  1947  AND  1946 


Commercial  Expenses: 

Collection  

Reading  meters 

Bookkeeping  

General  

Inspection  and  service 
Shipping 


Total  . 

Administrative  and  General 
Expenses: 

Salaries — general  officers  ... 

Salaries — general  office  clerks 

Miscellaneous  supplies  and  expense 
Injuries  and  damages 
Retirement  system  contributions  ... 
Mason  Street  building  expense  ..... 

Telephone  service  

Guest  cottages  and  rest  room  

General  engineering 

Hydrography  

Miscellaneous  

Provision  for  compensation  claims  . 

Insurance  

Repairs — -Mason  Street  building  ... 

Repairs — telephone  system 

Professional  services 

Public  Utilities  Commission  ex- 
pense   

Property  taxes  (outside  San  Fran- 
cisco)   

Emergency  civilian  defense  


$149,576.68 

73,415.24 
159,476  20 

55,436.98 
63,850.30 
24,609.53 


$526,364.93 


$ 18,686.77 

57,822.76 
8,508.21 
3,147.44 
42,270.66 
28,733.45 

19,133.23 
1,822.87 

56,759.82 
1,334.86 

14,176.98 
9,480.89 
6,500.10 
4,906  00 
11,110.42 
3,100.00 

38,640.70 

331,692.26 


$129,817.84 

61,478.76 

132,104.12 

55.338.83 
53,944.38 

19.639.84 


$452,323.77 


$ 13,552.88 
46,864.51 
2,531.48 
3,046.27 
41,738.63 
26,862.65 

15,949.98 
1,487.73 
50,461.03 
1,574.64 

1,778.84 
8,096.93 

5.017.23 

8,983.76 

9.381.23 
2,417.71 

61,792.00 

267,213.15 

6,112.59 


$ 19,758.84 
11,936.48 
27,372.08 
98.15 
9,905.92 
4,969.69 


$ 74,041.16 


$ 5,133.89 

10,958.25 
5,976.73 
101.17 
532.03 
1,870.80 

3,183.25 
335.14 
6,298.79 
239.78* 
12,398.14 
1,383.96 
•1,482.87 
4,077.76* 
1,729.19 
682.29 

23,151.30* 

64,479.11 

6,112.59* 


Total 


$657,827.42  $574,863  24  $ 82,964.18 


Hetch  Hetchy  Water  Supply 
and  Power  Project 


Report  on  Examination  of  Accounts 
For  the  Fiscal  Year  Ended  June  30,  1947 
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F.  W.  Lafrentz  & Co. 

CERTIFIED  PUBLIC  ACCOUNTANTS 
Mills  Building 
San  Francisco  4 

September  23,  1947 

Honorable  Harry  D.  Ross,  Controller, 

City  and  County  of  San  Francisco, 

San  Francisco,  California. 

Dear  Sir: 

Pursuant  to  engagement,  we  have  made  an  examination  of  the  balance  sheet 
of  the  Hetch  Hetchy  Water  Supply  and  Power  Project  as  of  June  30,  1947,  and 
of  the  statement  of  income  and  surplus  for  the  year  then  ended.  In  connection 
therewith,  we  reviewed  the  system  of  internal  control  and  the  accounting  pro- 
cedures of  the  project  and,  without  making  a detailed  audit  of  the  transac- 
tions, have  examined  or  tested  accounting  records  and  other  supporting  evi- 
dence by  methods  and  to  the  extent  we  deemed  appropriate.  Our  examina- 
tion was  made  in  accordance  with  generally  accepted  auditing  standards 
applicable  in  the  circumstances  and  included  all  procedures  which  we  consider- 
ed to  be  necessary. 

The  consultant  and  statistician  to  the  Grand  Jury  participated  in  the  ex- 
amination. 

Submitted  herewith  is  the  report  of  our  examination  which  includes  the 
following  exhibits  and  schedules: 

Exhibit  “A” — Balance  sheet  as  at  June  30,  1947 

Exhibit  “B” — Statement  of  Operations  for  the  Year  Ended  June  30,  1947 
Exhibit  “C” — Statement  of  Surplus  for  the  Year  Ended  June  30,  1947 
Schedule  #1 — Production  Expenses 

Schedule  #2 — Power  Transmission  and  Distribution  Expenses 
Schedule  #3 — Administrative  and  General  Expenses 

In  our  opinion  the  appended  balance  sheet  and  statements  of  income  and 
surplus  present  fairly  the  position  of  the  Hetch  Hetchy  Water  Supply  and 
Power  Project  at  June  30,  1947,  and  the  results  of  its  operations  for  the  fiscal 
year  ended  that  date. 

Respectfully  submitted, 

F.  W.  LAFRENTZ  & CO., 
Certified  Public  Accountants 
OPERATIONS 

The  operations  of  the  project  for  the  year  ended  June  30,  1947,  are  reflected 
in  EXHIBIT  “B”  and  supporting  schedules  and  are  summarized  as  follows: 


Revenues: 

Power  sales 1. $3,319,004.76 

Standby  charges  and  sales  of  water — San  Francisco  Water 

Department . 3,731,908.00 

Other  revenue  19,065.14 


Total  ....  $7,069,977.90 

Expenses: 

Water  supply  and  power  operating  expenses  (including  Pacific 
Gas  & Electric  Company  service  charges  and  rentals  of 
transmission  and  distribution  facilities,  $831,750.39)  1,576,200.79 


Remainder  $5,493,777.11 

Deduct: 


Bond  interest  $2,233,977.70 

Provision  for  depreciation  1,518,809.10 

Plant  retirements,  replacements  and  estimated 
removal  costs  87,910.45  3,840,697.25 


$1,653,079.86 


Net  profit  transferred  to  surplus 
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The  revenue  from  power  sales,  $3,319,004.76,  includes  charges  made  for 
electric  energy  supplied  to  the  Municipal  Railway,  street  lighting  and  to  other 
departments  of  the  City  and  County.  The  charges,  aggregating  $2,023,164.05, 
were  based  on  rates  established  by  the  Public  Utilities  Commission  of  San 
Francisco;  such  rates  we  were  advised  were  the  same  that  would  have  been 
charged  for  similar  service  by  the  Pacific  Gas  & Electric  Company. 

In  connection  with  the  sale  and  disposal  of  electric  energy  produced  by  the 
Hetch  Hetchy  hydroelectric  plants,  we  have  reviewed  briefly  hereafter,  under 
the  caption  “Contracts  for  Disposal  of  Electric  Energy,”  the  plan  at  present 
in  operation. 

The  operations  of  the  Water  Supply  Division  are  financed  by  receipts  from 
the  San  Francisco  Water  Department  and  the  Hetch  Hetchy  Power  Division 
for  standby  charges  and  for  delivery  and  use  of  water.  In  prior  years  contri- 
butions were  also  made  from  the  San  Francisco  Water  Department  and  from 
taxes  of  the  City  and  County  of  San  Francisco,  such  contributions  being 
credited  to  surplus.  These  contributions  were  discontinued  and  the  standby 
and  water  charge  for  delivery  of  water  to  the  San  Francisco  Water  Depart- 
ment was  increased  in  the  1946-47  budget  to  $3,731,908.00. 

Section  64  of  the  Charter  of  the  City  and  County  of  San  Francisco  provides, 
in  part,  that  the  accounts  of  each  utility  shall  be  maintained  in  such  manner  as 
to  show  estimates  of  the  amount  of  taxes  that  would  be  chargeable  against 
such  property  and  the  revenues  thereof,  if  privately  owned  and  operated. 
During  the  year  1946-47,  city,  county,  and  irrigation  district  taxes  in  the 
amount  of  $21,745.61  were  paid  by  the  Hetch  Hetchy  Water  Supply  and 
Power  Project.  If  privately  owned  and  operated,  the  project  would  also  be 
subject  to  federal  taxes  on  income  and  various  other  taxes,  the  amounts  of 
which,  due  to  the  number  of  indefinite  factors  involved,  can  not  be  accurately 
determined. 

CONTRACTS  FOR  THE  DISPOSAL  OF  ELECTRIC  ENERGY 

The  generation  and  use  of  the  energy  produced  in  connection  with  the  hy- 
droelectric plants  of  the  Hetch  Hetchy  Project  are  governed  by  an  Act  of 
Congress  known  as  the  Raker  Act,  the  provisions  of  which  prohibit  the  City, 
“from  ever  selling  or  letting  to  any  corporation  or  individual,  except  a muni- 
cipality or  a municipal  water  district  or  irrigation  district,  the  right  to  sell 
or  sublet  the  water  or  the  electric  energy  sold  or  given  to  it  or  him,”  (by  the 
City).  For  many  years  the  output  of  the  hydroelectric  plants  was  distributed 
by  the  Pacific  Gas  & Electric  Company  (referred  to  hereafter  as  the  “Com- 
pany”) in  accordance  with  a contract  executed  in  1925  with  the  City.  This 
contract  was  held  by  the  courts  to  be  in  violation  of  the  Raker  Act,  but  the 
effective  date  of  the  judgment,  enjoining  further  performance  under  the  said 
contract,  was  extended  at  various  times  for  the  purpose  of  enabling  the  City 
to  work  out  a plan  for  the  disposal  of  the  power  so  as  to  comply  with  the  pro- 
visions of  the  Act.  On  July  9,  1945,  the  injunction  became  effective,  but  prior 
to  this  date  the  City  put  into  effect  a plan  which  is  generally  believed  to  con- 
stitute, at  least  to  December,  1949,  reasonable  compliance  with  the  Act.  The 
plan  is  summarized  as  follows: 

1.  The  Company  for  the  term  commencing  July  1,  1945,  and  ending  March 
11,  1954,  will  (a)  receive  from  the  City  at  the  Newark  substation  in  Alameda 
County  all  electric  power  that  the  City  will  require  for  its  own  municipal 
purposes,  (b)  transmit  and  deliver  to  the  City  all  power  that  shall  be  required 
for  municipal  purposes,  (c)  furnish  to  the  City  all  electric  energy  that  shall 
be  required  over  and  above  the  output  of  the  Hetch  Hetchy  plants  for  its  own 
municipal  purposes  and  for  sale  to  the  Modesto  and  Turlock  irrigation  dis- 
tricts, and  (d)  take  delivery  of  any  surplus  energy  generated  by  the  Hetch 
Hetchy  plants  which  otherwise  would  be  wasted.  For  the  services  to  be  per- 
formed by  it,  the  Company  will  be  compensated  at  rates  specified  in  an  agree- 
ment dated  March  14,  1945. 

2.  Pursuant  to  an  agreement  dated  March  12,  1945,  the  City  will  supply  all 
the  electric  energy  needed  by  the  Modesto  Irrigation  District  and  Turlock 
Irrigation  District  over  and  above  the  available  capacities  of  the  districts’ 
power  plant.  The  agreement  terminates  on  March  11,  1954. 
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3.  The  City,  for  the  term  commencing  July  1,  1945,  and  ending  November 
30,  1949,  (a)  holds  assignments  from  the  Company  of  contract  with  Per- 
manente  Cement  Company  for  supplying  electric  power  to  the  cement  com- 
pany’s plant  in  Santa  Clara  County,  California,  (b)  holds  asignment  from 
the  Company  of  contract  with  Permanente  Metals  Corporation  for  furnishing 
electric  power  to  the  latter’s  magnesium  plant  located  adjacent  to  the  cement 
plant  above  mentioned,  (c)  has  leased  from  the  Company  one  110  k.  v.  circuit 
of  its  transmission  lines  between  Newark  substation  and  the  magnesium 
plant,  together  with  substation,  metering  and  switching  facilities,  and  (d) 
has  agreed  to  take  delivery  from  the  Company  of  any  supplementary  energy 
that  the  City  may  require  over  and  above  the  available  output  of  its  Hetch 
Hetchy  plants  to  meet  its  obligations  under  the  assigned  contracts  to  supply 
electric  energy  for  the  above  mentioned  cement  and  magnesium  plants,  pur- 
suant to  three  separate  agreements  dated  April  18,  1945.  These  agreements 
specify  certain  rental  and  other  payments  which  shall  be  made  by  the  City. 

COMMENTS  ON  THE  BALANCE  SHEET 


PROPERTIES  (less  reserve  for  depreciation) — $85,108,126.28: 

Our  verification  of  the  property  accounts  was  limited  to  a review  of  the 
propriety  of  recorded  additions  and  retirements  during  the  year  ended  June  30, 
1947.  We  did  not  question  the  classification  as  made  between  water  and  power. 

Properties  consisted  of  fixed  capital  in  service,  $105,749,011.10,  Amazon 
and  Glen  Park  Reservoir  sites  (non-operative),  $460,925.00,  and  construction 
in  progress,  $37,054.95.  The  recorded  changes  are  as  follows: 


Balance,  June  30,  1946 
Additions  

Totals ..... 
Retirements  

Balance,  June  30,  1947 


Total 

Water  Supolv 

Power 

...  $106,199,764.44 

$93,779,237.47 

$12,420,526.97 

102,494.59 

58,306.28 

44,188.31 

...  $106,302,259.03 

$93,837,543.75 

$12,464,715.28 

55,267.98 

14,067.82 

41,200.16 

$106,246,991.05 

$93,823,475.93 

$12,423,515  12 

Section  128  of  the  Charter  of  the  City  and  County  of  San  Francisco  specifies 
that,  “during  the  fiscal  year  1937-38  and  at  least  every  five  years  thereafter 
the  Commission  shall  make  an  appraisal,  or  may  revise  the  last  preceding 
appraisal,  of  the  value  and  probable  useful  life  of  each  of  the  several  classes 
of  property  of  each  utility  and  shall,  on  the  basis  of  said  appraisal,  redeter- 
mine the  amount  of  the  reasonable  annual  depreciation  of  the  utility.”  The 
Bureau  of  Engineering  of  the  Public  Utilities  Commission  made  an  appraisal 
during  the  year  1937-38  and,  based  on  this  appraisal,  the  reallocation  of  the 
properties  between  water  and  power  was  recorded  at  June  30,  1938,  as  follows: 

Power  Division — Property  used  exclusively  for  power  purposes. 

Water  Division — All  other  property,  i.e.,  property  used  exclusively  for 
water  purposes  and  that  used  jointly  for  power  and  water 
purposes. 

In  connection  with  this  allocation  of  property  values,  bond?d  indebtedness 
of  the  project  has  been  allocated  on  the  basis  of  the  percentage  relationship 
of  the  gross  appraisal  values  of  the  two  divisions  as  follows: 


Inclvd'r. 
Const. ucti 
Work  in  Prc 


$107,754,117.00  100.0% 


The  above  allocation  of  fixed  capital  in  service  and  bonded  indebtedness  does 
not  appear  equitable  as  all  property  used  jointly  for  power  and  water  purposes 
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has  been  allocated  entirely  to  the  water  supply  division.  This  procedure  does 
not  provide  an  accurate  base  for  the  proper  computation  of  costs  as  required 
in  the  sections  of  the  Raker  Act  covering  sales  of  water  to  the  Modesto  and 
Turlock  irrigation  districts  and  the  sale  of  hydroelectric  power. 

The  charges  to  water  supply  and  power  divisions  for  depreciation  and  bond 
interest  are  affected  by  the  allocations  of  property  values  as  above  indicated; 
consequently,  in  the  Statement  of  Operations,  EXHIBIT  “B”,  submitted  with 
this  report,  we  have  shown  such  charges  as  a deduction  from  the  combined 
water  supply  and  power  income,  without  allocation. 

Section  122  of  the  City  Charter  provides  that  the  Hetch  Hetchy  Project, 
when  completed,  shall  be  merged  with  the  San  Francisco  Water  Department. 
We  were  advised  by  the  City  Attorney’s  office  that  in  their  opinion  the  Hetch 
Hetchy  Project  has  not  been  completed  and  can  not  be  merged  with  the  Water 
Department. 


RESERVES  FOR  DEPRECIATION— $21,138,864.77: 

The  changes  in  the  reserves  for  depreciation  for  the  year  under  review  are 
summarized  as  follows: 


Total  Water  Supply 


Balance,  June  30,  1946 $19,626,514.49 

Additions : 

Provision  for  the  year  based 
on  property  values  at  June 

30,  1946 1,517,934.83 

Depreciation  on  property  ad- 
ditions made  in  current 

year  874.27 

Depreciation  on  property 
previously  written  off  and 

reinstated  583.18 

Plant  retirements,  replace- 
ments, extraordinary 
maintenance  and  estimated 
removal  costs 87,910.45 


$14,143,913.95 

1,283,467.69 

779.25 

583.18 

15,920.43 


$5,482,600.54 

234,467.14 

95.02 


71,990.02 


Totals 

$21,233,817.22 

$15,444,664.50 

$5,789,152.72 

Deductions: 

Plant  retirements,  replace- 
ments and  estimated  re- 
moval costs 

$ 

94,130.15 

822.30 

$ 

21,384.13 

822.30 

$ 72,746.02 

Adjustment  of  prior  year  de- 
preciation charges 

$ 

94,952.45 

$ 

22,206.43 

$ 72,746.02 

Balance,  June  30,  1947 

$21,138,864.77 

$15,422,458.07 

$5,716,406.70 

Under  Section  128.1  of  the  City  Charter,  the  Public  Utilities  Commission 
is  required  to  provide  sufficient  funds  for  reconstruction  and  replacements  due 
to  physical  and  functional  depreciation  of  the  utilities  under  the  jurisdiction  of 
the  Commission.  In  this  connection  the  Board  of  Supervisors  appropriated 
$71,113.00  for  water  supply  division  reconstruction  and  replacements  and 
$526,342.00  for  the  power  division.  These  amounts  were  transferred  from  the 
project  operating  fund  to  the  respective  reconstruction  and  replacement  funds. 
As  of  June  30, 1947,  the  balance  in  these  funds  amounted  to  $861,391.61. 

CASH— $3,181,399.33: 

This  is  represented  by  cash  on  deposit  with  the  Treasurer,  $3,175,376.73, 
and  other  cash,  $6,022.60. 

The  cash  on  deposit  with  the  Treasurer  was  verified  by  the  auditing  staff 
of  the  Controller’s  office.  We  inspected  the  draft  of  their  report  and  ascer- 
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tained  that  the  balances  in  the  respective  funds  were  in  agreement  therewith. 
The  cash  was  held  in  the  following  funds: 

Operating  fund ...  $ 485,837.44 

Reconstruction  and  replacement  fund 861,391.61 

Construction  fund  ...  210,502.43 

Bond  interest  fund  . 597,863.75 

Bond  redemption  fund 1,018,000.00 

Land  purchase  fund  1,781.50 


Total  $3,175,376.73 


Other  cash,  $6,022.60  is  analyzed  as  follows: 

Cash  on  deposit  with  banks $1,950.55 

Petty  cash 600.00 

Deposits  in  transit 1,449.45 

Pay  roll  deductions  in  transit  (deposited  July,  1947) 2,022.60 


Total $6,022.60 

The  cash  on  deposit  with  banks  was  confirmed  by  certification  of  the  banks. 
Petty  cash  was  verified  either  by  actual  count  or  by  certification  from  the 
custodian  thereof. 

ACCOUNTS  RECEIVABLE— $131,985.00: 

The  accounts  receivable,  virtually  all  of  which  have  since  been  pai(L  are 
represented  by  the  following: 

Pacific  Gas  & Electric  Company $ 16,024.72 

Permanente  Cement  Company 56,763.33 

Permanente  Metals  Corporation..  ...  43,776.00 

Modesto  Irrigation  District 14,234.23 

Miscellaneous  1,186.72 


Total  ...  $131,985.00 


INTERFUND  ACCOUNTS— $338,383.29: 

The  interfund  accounts  receivable  were  reconciled  with  the  Controller’s 
records  and  consisted  of  the  following: 

Public  service  enterprises: 

Municipal  Railway $ 30,218.70 

Airport  134,925.35 

Public  Utilities  Commission 172,734.13 


$337,878.18 

General  City  and  County.. 505.11 


Total $338,383.29 


MATERIALS  AND  SUPPLIES— $27,129.52: 

This  consists  of  the  following: 

Book  inventory,  Moccasin,  materials  and  supplies $26,600.71 

Book  inventory,  gasoline,  oil  and  drums  at  Livermore 71.90 

Postage  stamps  at  City  office  (verified  by  count) 456.91 


Total  $27,129.52 


Our  verification  of  the  inventories  included  a review  of  the  records  at  the 
City  office  and  a test  inspection  of  the  materials  and  stock  cards  at  Moccasin. 

CORRAL  HOLLOW  PIPE  LINE— $6,676.42: 

This  represents  the  estimated  salvage  value  at  June  30,  1947,  of  materials 
from  the  Corral  Hollow  Pipe  Line  which  was  retired  from  service.  The  mate- 
rials are  stored  at  Millbrae  and  Sunol  and  were  inspected  during  the  course 
of  the  audit. 
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’RELIMINARY  INVESTIGATIONS  AND  SURVEYS— $160,574.19: 

This  amount  covers  preliminary  expenses  in  connection  with  the  Cherry  River 
Sevelopment  project,  $158,055.13,  and  Modesto  power  connection,  $2,519.06. 

COMMITMENTS  (contra)— $298,932.91 : 

i This  represents  the  offsetting  debit  to  the  liability  set  up  for  contracts,  purchase 
irders  and  other  commitments  for  goods  and  services  contracted  for  but  not  received 
it  June  30,  1947. 

pLAIMS— $13,596.72: 

This  represents  a claim  against  the  U.  S.  Navy  in  connection  with  damage  to  a powtr 
line  in  a prior  year.  The  claim  has  since  been  paid. 

(BONDED  DEBT— $48,043,000.00: 

| Details  of  the  bonds  authorized  and  sold,  bonds  redeemed  and  bonds  outstanding  at 
llune  30,  1947,  are  set  forth  below: 


Issue 

Authorized 
and  Sold 

Redeemed, 
Prior  Years 

Redeemed, 

1946-47 

Outstanding 
June  30,  1947 

January  1,  1909,4%% 
[July  1,  1910,  4Y2%  ... 
January  1,  1925,  5%.. 
July  1,  1928,  4i/2%  ..... 
[June  1,  1932: 

5%%  

5%  

4%%  

j 4%  

3%  

2%%  

December  1,  1933,  4% 

$ 600,000.00 

45.000. 000.00 

10.000. 000.00 
24,000,000.00 

4.325.000. 00 

1.234.000. 00 

143.000. 00 

280.000. 00 

194.000. 00 

324.000. 00 

3.500.000. 00 

$ 600,000.00 
25,995,000,00 

4.225.000. 00 

4.799.000. 00 

1.337.000. 00 
82,000.00 

78.000. 00 

20.000. 00 
8,000.00 

60,000.00 

2.100.000. 00 

$ 

1,000,000.00 

273.000. 00 

600.000. 00 

184.000. 00 
13,000.00 

8,000.00 

175.000. 00 

$ 

18.005.000. 00 

5.502.000. 00 

18.601.000. 00 

2.804.000. 00 

1.152.000. 00 
52,000.00 

260,000.00 

178.000. 00 

264.000. 00 

1.225.000. 00 

Totals  . 

$89,600,000.00 

$39,304,000.00 

$2,253,000.00 

$48,043,000.00 

IBOND  INTEREST— $1,040,771.65: 
j The  composition  of  this  liability  is  i 

1 Issue 

Total 

July  1,  1910,  41/2% $ 423,832.50 

as  follows: 

Matured 
and  Unpaid 

$18,832.50 

Accrued 
Not  Due 

$405,000.00 

i January  1,  1925,  5%  . 

142,250.00 

4,750.00 

137,500.00 

July  1,  1928,41/2%  . .... 

431,595.00 

13,095.00 

418,500.00 

June  1, 1932: 

5%%  .... 

25,108.33 

11,672.50 

13,435.83 

5%  

9,175.00 

4,375.00 

4,800.00 

41/2%  

375.00 

180.00 

195.00 

4%  

1,706.66 

840.00 

866.66 

3%  

820.00 

375.00 

445.00 

2%%  

925.83 

343.75 

582.08 

December  1,  1933,  4% 

4,983.33 

900.00 

4,083.33 

Totals... 

. $1,040,771.65 

$55,363.75 

$985,407.90 

WARRANTS  OUTSTANDING— $71,020.78: 

The  following  is  a summary  of  the  outstanding  warrants  at  June  30, 

1947.  Recon- 

dilation  was  made  with  the  Controller’ 

s records. 
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Fund  Amount 

Operating  fund .. $66,893.41 

Reconstruction  and  replacement 2,341.96 

Construction  ... 1,785.41 

Total $71,020.78 


CONTRACTS,  PURCHASE  ORDERS  AND  OTHER  COMMITMENTS 
—$381,257.93: 


The  liabilities  are  analyzed  as  follows: 

Materials 
& Services 
Received 


Contracts  and  encumbrance  requests  .....  $74,381.35 

Purchase  orders  7,943.67 

Miscellaneous  

Totals $82,325.02 


Commitments 
(see  contra)  Total 


$ 15,726.24  $ 90,107.59 

260,252.07  268,195.74 

22,954.60  22,954.60 


$298,932.91  $381,257.93 


ACCRUED  RENT  DUE  U.  S.  GOVERNMENT  UNDER  RAKER  ACT 
—$15,000.00: 

This  represents  accrued  rent  for  the  six  months  period  ended  June  30,  1947, 
payable  to  the  U.  S.  Government  under  the  Raker  Act. 

INTERFUND  ACCOUNTS— $525,332.56: 

The  interfund  accounts  payable  were  as  follows: 


Public  service  enterprises: 

Municipal  Railway  1,274.82 

San  Francisco  Water  Department  7,652.12 

Public  Utilities  Commission  10.92 


$ 8,937.86 

General  City  and  County 516,394.70 


Total $525,332.56 


OPERATING  RESERVES— $32,217.66: 

These  reserves  are  classified  as  follows: 

Compensation  insurance $15,472.95 

Sick  leave  ... 7,293.29 

Vacations  9,451.42 


Total $32,217.66 


It  appears  that  adequate  insurance  is  not  being  carried  on  insurable  struc- 
tures and  equipment  owned  by  the  project. 

SURPLUS— $39,432,133.39 : 

An  analysis  of  the  changes  in  surplus  during  the  year  ended  June  30,  1947, 
is  set  forth  in  EXHIBIT  “C”. 

CONTINGENT  LIABILITIES 

We  were  advised  by  the  City  Attorney’s  office  that  at  June  30,  1947,  con- 
tingent liabilities  existed  by  reason  of  pending  litigation  or  otherwise,  as 
follows: 

Suits  covering  damage  claims  in  connection  with  dry- 


ing of  wells  and  springs: 

Shields  v.  City  and  County $125,000.00 

Adams  v.  City  and  County $ 8,000.00 

Rosasco  v.  City  and  County $ 40,000.00 


Sixty-three  riparian  and  other  lawsuits,  the  liabilities 
for  which  can  not  be  determined  at  this  time. 


GENERAL 

We  are  pleased  to  express  our  appreciation  of  the  courtesies  and  facilities 
extended  to  our  representatives  by  the  officials  and  staff  of  the  Hetch  Hetchy 
Water  Supply  and  Power  Project  and  the  Controller’s  office. 


128 


EXHIBIT  “A” 

HETCH  HETCHY  WATER  SUPPLY  AND  POWER  PROJECT 
BALANCE  SHEET— JUNE  30,  1947 


ASSETS 

Properties : 

Fixed  capital  in  service  $105,749,011.10 

Amazon  and  Glen  Park  reservoir  sites  (non- 
operative)   460,925.00 

Total $106,209,936.10 

Less:  Reserve  for  depreciation 21,138,864.77 

$ 85,071,071.33 

Construction  in  progress  . 37,054.95  $85,108,126.28 


Cash: 

On  deposit  with  Treasurer  $ 3,175,376.73 

Other  _ 6,022.60 

Accounts  Receivable 

Interfund  Accounts: 

Public  service  enterprises  $ 337,878.18 

General  City  and  County 505.11 


3,181,399.33 

131,985.00 

338,383.29 


Deferred  Charges: 

Materials  and  supplies  . $ 27,129.52 

Corral  Hollow  Pipe  Line  (estimated  salvage 

value)  6,676.42 

Preliminary  investigations  and  surveys  160,574.19 

Work  in  progress 279,679.22 

Commitments  (contra)  298,932.91 

Claims  13,596.72 

Prepaid  insurance,  expense,  etc 2,552.90  789,141.88 


Total  $89,549,035.78 


EXHIBIT  “A” 

HETCH  HETCHY  WATER  SUPPLY  AND  POWER  PROJECT 
BALANCE  SHEET— JUNE  30,  1947 
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LIABILITIES 

Bonded  Debt: 

Due  July  1,  1947 $ 1,600,000.00 

Due  December  1,  1947,  to  July  1,  1978 46,425,000.00 

Matured  bonds  not  presented  for  payment.—  18,000.00 


Bond  Interest: 

Due  July  1,  1947  $ 961,000.00 

Accrued  not  due 24,407.90 

Matured  coupons  not  presented  for  payment . 55,363.75 


Accounts  Payable  and  Commitments: 

Warrants  outstanding $ 

Contracts,  purchase  orders  and  other 
commitments : 

For  materials  and  services  re- 
ceived ..  $ 82,325.02 

Commitments  (contra)  298,932.91 

Accrued  rent  due  United  States  Government 
under  Raker  Act 


Interfund  Accounts: 


Public  service  enterprises $ 8,937.86 

General  City  and  County 516,394.70 


Deferred  Credits: 

Operating  reserves $ 32,217.66 

Advances  for  work  not  yet  performed, 

Municipal  Railway 6,112.35 

Miscellaneous  2,189.46 


Surplus,  Exhibit  “C”. 

Total  ... 


71,020.78 

381,257.93 

15,000.00 


$48,043,000.00 

1,040,771.65 


467,278.71 

525,332.56 

40,519.47 

39,432,133.39 

$89,549,035.78 
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EXHIBIT  “B” 

HETCH  HETCHY  WATER  SUPPLY  AND  POWER  PROJECT 
STATEMENT  OF  OPERATIONS 
For  the  Year  Ended  June  30,  1947 


Revenues:  Total 

Power  sales: 

Permanente  Cement  Company  $ 624,201.01 
Permanente  Metals  Corpora- 
tion   _ 331,088.00 

Reconstruction  Finance  Cor- 
poration   9,392.76 

Pacific  Gas  & Electric  Com- 
pany   99,643.04 

Modesto  and  Turlock  irriga- 
tion districts. 230,481.63 

City  and  County  of  San  Fran- 
cisco: 


Water  Supply 


624,201.01 
331,088.00 
9,392.76 
99,643.04 
230,481.63  , 


Municipal  Railway 

Street  lighting 

Other  City  and  County.... 
Miscellaneous  

1,103,041.95 

374,913.37 

545,208.73 

1,034.27 

1,103,041.95 

374,913.37 

545,208.73 

1,034.27 

Total  power  sales 

Charge  for  use  of  water  for 
power  by  Hetch  Hetchy  Power 

Division  (see  contra)* 

Standby  charges  and  sales  of 
water,  San  Francisco  Water 
Department  

$3,319,004.76 

3,731,908.00 

$ 

813,137.00 

3,731,908.00 

$3,319,004.76 

Total  operating  revenues  $7,050,912.76 

$4,545,045.00 

$3,319,004.76 

Other  revenues: 
Rents 

$ 9,530.87 

7,541.61 
1.992.66 

$ 574.02 

$ 8,956.85 

Meals  

Miscellaneous 

138.23 

7,541.61 

1,854.43 

Total  other  revenues 

$ 19,065.14 

$ 712.25 

$ 18,352.89 

Total  revenues  

$7,069,977.90 

$4,545,757.25 

$3,337,357.65 

Expenses: 

Hetch  Hetchy  Water  Supply 
charge  for  use  of  water  for 
power  purposes  (see  contra) *$ 

Purchase  of  power  from  Pacific 

Gas  & Electric  Company 

Production  (Schedule  #1)  

Transmission  and  distribution 
(Schedule  #2)  ...  ... 

Administrative  and  general 
(Schedule  #3)  . 

Total  expense 
Remainder 

Deduct: 

Bond  interest  $2,233,977.70 

Provision  for  depreciation  1,518,809.10 

Plant  retirements,  replacements, 
extraordinary  maintenance 
and  estimated  removal  cost  87,910.45 
$3,840,697725 

Net  profit  transferred  to  surplus  $1,653,079.86 


= $ : 

P 

$ 813,137.00 

87,117.74 

87,117.74 

332,156.33 

171,788.55 

160,367.78 

887,111.32 

887,111.32 

269,815.40 

190,072.81 

79,742.59 

$1,576,200.79 

$5,493,777.11 


$ 361,861.36  $2,027,476.43 

$4,183,895.89  $1,309,881.22 


^Interdepartmental  transactions  omitted  from  total  column. 


EXHIBIT  “C” 

HETCH  HETCHY  WATER  SUPPLY  AND  POWER  PROJECT 
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STATEMENT  OF  SURPLUS 
For  the  Year  Ended  June  30,  1947 


Balance,  June  30,  1946 

Additions : 

Net  profit  for  year  ended  June  30,  1947  as  per 


EXHIBIT  “B” - $1,653,079.86 

Contributions  from  San  Francisco  Water  De- 
partment for  operating  expenses,  1945-46 

adjustment  - 79,734.52 

Transfer  from  reserve  for  vacations 5,000.00 

Transfer  from  compensation  insurance  reserve  8,200.00 

Refund  by  Public  Utilities  Commission  of  prior 

year  general  office  maintenance  expense  ...  447.54 

Power  line  damage  claim,  U.  S.  Navy  . 13,596.72 

Profits  on  disposal  of  capital  assets 14,565.00 

Adjustment  of  prior  year  depreciation 822.30 

Miscellaneous  798.91 


Deductions: 

Adjustment,  contributions  from  taxes:  Write 
off  of  taxes  receivable  as  of  June'30, 1946,  on 
account  of  removal  of  Hetch  Hetchy  Water 
Supply  Project  from  tax  structure  for  bond 

interest  and  redemption $ 6,836.06 

California  state  sales  tax  claim 3,364.69 

Corral  Hollow  pipe  line  material  adjustment . 800.00 

Miscellaneous  9.71 

Balance,  June  30,  1947 : 


.$37,666,899.00 


1,776,244.85 

$39,443,143.85 


11,010.46 

.$39,432,133.39 
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SCHEDULE  #1 

HETCH  HETCHY  WATER  SUPPLY  AND  POWER  PROJECT 


PRODUCTION  EXPENSES 
For  the  Year  Ended  June  30,  1947 


Operation: 

Total 

Water  Supply 

Power 

Superintendence  

$ 13,410.49 

$ 

$ 13,410.49 

Station  labor 

86,197.20 

86,197.20 

Miscellaneous  labor 

68,971.25 

60,672.16 

8,299.09 

Supplies  and  expense 

29,899.89 

842.58 

29,057.31 

Contributions  to  retirement  system.. 

8,296.08 

3,017.17 

5,278.91 

Totals 

$206,774,91 

$ 64,531.91 

$142,243.00 

Maintenance: 

Buildings  and  structures 

$ 38,634.85 

$ 34,026.09 

$ 4,608.76 

Reservoirs,  dams,  and  intakes 

7,149.90 

7,149.90 

Waterways  

987.81 

987.81 

Pipelines  - - , 

9,893.66 

9,893.66 

Forebays,  penstocks  and  tailraces. ... 

2,478.49 

2,478.49 

Roads  and  trails 

24,860.65 

24,860.65 

Aqueduct  tunnels 

12,200.40 

12,200.40 

Hydraulic  power  plant  equipment  — 

9,771.98 

9,771.98 

Miscellaneous  equipment,  etc.,  less 
overhead  credits 

-1,706.13 

-2,971.68 

1,265.55 

Automotive  transportation  equip- 
ment, less  transportation  charges 
distributed  

4,756.38 

4,756.38 

Totals... 

$109,027.99 

$ 90,903.21 

$ 18,124.78 

Miscellaneous: 

Communication  system 

$ 10,554.46 

$ 10,554.46 

$ 

Hydi-ography  

5,798.97 

5,798.97 

Totals.  

$ 16,353.43 

$ 16,353.43 

$ 

Totals..... 

$332,156.33 

$171,788.55 

$160,367.78 

SCHEDULE  #2 

HETCH  HETCHY  WATER  SUPPLY  AND  POWER  PROJECT 
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POWER  TRANSMISSION  AND  DISTRIBUTION  EXPENSES 


For  the  Year  Ended  June  30,  1947 


Transmission  Expense: 
Operations : 


Superintendence  $ 7,379.18 

Substation  labor 9,094.03 

Transmission  line  labor 1,088.04 

Transmission  line  supplies  and  expense  . 910.28 

Contributions  to  retirement  system 758  94 


Maintenance: 

Transmission  structures $ 26.17 

Substation  equipment. 3,135.67 

Towers  and  fixtures 1,316.90 

Poles  and  fixtures 19,811.29 

Pole  and  tower  line  conductors  . 2,231.81 

Miscellaneous  1,068.30 


Transmission  rents. 


$ 19,231.07 


27,590.14 

30.00 


Distribution  expense: 

Operation  supervision  and  engineering $ 6,914.32 

Contributions  to  retirement  system 276.21 

Maintenance  1,319.19 

Pacific  Gas  & Electric  Company  service  charges 
and  rentals  of  transmission  and  distribution 

facilities  ....  831,750.39  840,260.11 


Total 


$887,111.32 


SCHEDULE  #3 

HETCH  HETCHY  WATER  SUPPLY  AND  POWER  PROJECT 


ADMINISTRATIVE  AND  GENERAL  EXPENSES 


For  the  Year  Ended  June  30,  1947 


Salaries  and  wages  . 

Contributions  to  retirement  system  ... 

Services  of  other  departments  

Professional  services 

Stationery,  office  supplies  and  postage. 

Telephone  and  telegraph  

Travel  and  other  expense 

Fire  insurance 

Automobile  insurance  ....  

Injuries  and  damages 

Water  litigation  and  damage  claims,  etc. 
Miscellaneous  .. 

Rent  paid  under  Raker  Act ...  . . 

City,  county  and  irrigation  district  taxes 


$ 26,958.17 
1,246.38 
144,191.26 
2,452.86 
2,279.92 
313.67 
4,083.32 
231.11 
1,175.08 
462.92 
34,423.55 
251.55 
30,000.00 
21,745.61 


$269,815.40 


$11,611.66 

502.64 

60,984.42 

1,350.02 

681.73 

304.71 

3,443.71 

203.12 

424.51 

236.07 


$79,742.59 


$ 15,346.51 
743.74 
83,206.84 
1,102.84 
1,598.19 
gr.96 
639.61 
231.11 
971.96 
38.41 
34,423.55 
15.48 
30,000.00 
21,745.61 


$190,072.81 


Totals. 


Municipal  Railway 
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McLaren,  Goode  & Co. 

CERTIFIED  PUBLIC  ACCOUNTANTS 
444  California  Street  San  Francisco  4 


October  16,  1947. 


Honorable  H.  D.  Ross, 

Controller,  City  and  County  of  San  Francisco, 

San  Francisco,  California. 

Dear  Sir: 

We  have  examined  the  accounts  reflected  by  the  proprietary  records  of  the 
MUNICIPAL  RAILWAY  OF  SAN  FRANCISCO 

for  the  year  ended  June  30,  1947,  and  submit  herewith  our  report  which  con- 
sists of  the  following  exhibits  with  supporting  schedules  and  comments 
thereon : 

Exhibit  A — Balance  sheet — June  30,  1947. 

Schedule  A-l — Summary  of  road  and  equipment,  and  x'eserve  for  depre- 
ciation— Municipal  Railway  (original)  for  the  year  ended  June  30, 
1947. 

Schedule  A-2 — Summary  of  road  and  equipment,  and  reserves  for  depre- 
ciation and  revaluation — Market  Street  Extension  for  the  year  ended 
June  30,  1947. 

Exhibit  B — Comparative  statement  of  income  and  expense  for  the  two  years 
ended  June  30,  1947  and  1946. 

In  this  connection  we  reviewed  the  system  of  internal  control  and  the 
accounting  procedures  of  the  railway  and,  without  making  a detailed  audit 
of  the  transactions,  have  examined  or  tested  accounting  records  of  the  rail- 
way and  other  supporting  evidence,  by  methods  and  to  the  extent  we  deemed 
appropriate.  The  examination  was  conducted  in  accordance  with  generally 
accepted  auditing  standards  applicable  in  the  circumstances  and  without  the 
omission  of  any  auditing  procedure  we  deemed  necessary. 

The  consultant  and  statistician  of  the  Grand  Jury  participated  in  the  ex- 
amination. 

In  our  opinion,  the  appended  balance  sheet  and  statement  of  income  and 
expense  present  fairly  the  position  of  the  Municipal  Railway  of  San  Francisco 
at  June  30,  1947,  and  the  results  of  its  operations  for  the  fiscal  year  then 
ended  on  a basis  consistent  with  that  of  the  previous  year. 

McLaren,  goode  & co., 

Certified  Public  Accountants. 
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OPERATIONS 

Operations  for  the  year  ended  June  30, 1947,  resulted  in  a loss  of  $584,844.26 
as  compared  to  a net  income  of  $1,091,297.44  for  the  preceding  year.  These 
results  are  set  forth  in  Exhibit  B of  which  the  following  is  a brief  summary: 


Year  Ended  June  30  Increase 


Operating  income: 

1947 

1946 

Decrease* 

Passenger  revenue  

...$18,890,016,71 

$17,297,583.28 

$1,592,433.43 

Other  

148,738.82 

147,348.91 

1,389.91 

Total  operating  income... 

...  $19,038,755.53 

$17,444,932.19 

$1,593,823.34 

Operating  expense  

....  19,557,473.66 

16,124,018.00 

3,433,455.66 

Net  loss*  or  income 

from  operations  

_._$  518,718.13* 

$ 1,320,914.19 

$1,839,632.32* 

Other  income  

51,678.23 

5,359.95 

46,318.28 

$ 467,039.90* 

$ 1,326,274.14 

$1,793,314.04* 

Other  expense  

117,804.36 

234,976.70 

117,172.34* 

Net  loss*  or  income 

..  $ 584,844.26* 

$ 1,091,297.44 

$1,676,141.70* 

Statistical  records  of  the  railway  show  the  following  mileages  operated  for 
the  past  two  years  by  the  various  types  of  passenger  carrying  equipment: 


Year  Ended  June  30  Increase 


Miles  operated : x^7 

Streetcars  . 18,306,441 

Cable  cars  458,162 

Motor  coaches  10,412,688 

Trolley  coaches  886,008 


Total  miles  operated  30,063,299 


1946  Decrease* 

19,889,939  1,583,498* 

388,204  69,958 

8,352,364  2,060,324 

824,440  61,568 


29,454,947  608,352 


The  decrease  of  $1,839,632.32  in  net  income  from  operations  is  analyzed  on 
the  basis  of  total  miles  operated  as  follows: 

Cents  Per  Mile 

Year  Ended  June  30  Increase 

Operating  income:  x947  1946  Decrease* 


Passenger  revenue 
Other  


62.834  58.726  4.108 

.495  .500  .005* 


Total 


63.329  59.226  4.103 


Operating  expense : 

Maintenance  and  repairs: 

Ways  and  structures 3.296  2.230  1.066 

Equipment  6.096  5.482  .614 


Total  

Power  

Conducting  transportation  .... 

Provision  for  accidents 

Provision  for  depreciation  ... 
Taxes — County  of  San  Mateo. 
General  and  miscellaneous  ..  . 


9.392  7.712  1.680 

4.350  4.391  .041* 

35.420  28.710  6.710 

6.283  5.872  .411 

3.572  3.459  .113 

.047  .040  .007 

5.990  4.557  1.433 


Total 


65.054  54.741  10.313 


Net  loss*  or  income  from  operations..  1.725* 


4.485  6.210* 
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The  increase  of  $1,592,433.43  in  passenger  revenue  is  accounted  for  by  a 
basic  fare  increase,  from  seven  cents  per  passenger  to  ten  cents  cash  or 
8!3  cents  token,  effective  May  20,  1946.  This  particular  fare  change  was  the 
only  one  of  a material  nature  during  the  two  years  ended  June  30,  1947.  The 
number  of  revenue  passengers,  excluding  transfers,  decreased  20,447,083 
or  from  244,450,767  to  224,003,684.  The  effect  on  revenue  of  the  increase  in 
fares  and  decrease  in  passengers  carried  is  shown  in  the  following  summary: 


Increase  in  revenue  due  to  increase  in  rates,  224,003,684 

passengers  at  the  average  increase  of  1.357  cents  each $3,039,289.69 

Decrease  in  revenue  due  to  the  decrease  in  passengers, 

20,447,083  at  the  1945-46  average  fare  of  7.076  cents  each 1,446,856.26 


Net  increase  in  passenger  revenue $1,592,433.43 


Increased  operating  expense  of  $3,433,455.66  for  the  current  year  is 
segregated  between  pay  roll  and  other  costs  by  account  groups  in  the  follow- 
ing summary: 


Increases  in  Operating  Costs 


Expense  Classification 

Total 

Pay  Roll 

Other 

Maintenance  and  repairs: 

Ways  and  structures.. 

Equipment  

$ 334,215.73 
.......  217,853.07 

$ 195,578.25 
147,144.14 

$138,637.48 

70,708.93 

Total  increase  in  maintenance 

and  repairs  

$ 552,068.80 

$ 342,722.39 

$209,346.41 

Power  

14,386.93 

18,252.18 

3,865.25:: 

Conducting  transportation  

Provision  for  accidents  

2,192,183.05 

...  159,243.34 

2,099,807.94 

92,375.11 

159,243.34 

55,044.14 

2,194.12 

243,693.25 

Provision  for  depreciation  

Taxes 

55,044.14 

2,194.12 

General  and  miscellaneous  

458,335.28 

214,642.03 

Total  increase  in 

operating  expense 

$3,433,455.66 

$2,675,424.54 

$758,031.12 

The  foregoing  pay  roll  increase  of  $2,675,424.54  is  due  primarily  to  increased 
rates  of  pay  resulting  from  a city  charter  amendment  approved  by  the  people 
of  San  Francisco  on  November  5,  1946.  These  rate  changes  were  retroactive 
to  July  1,  1946.  Statistical  information  was  not  readily  available  to  evaluate 
the  effect  on  total  pay  roll  costs  of  the  following  factors: 

1.  Increases  or  decreases  in  personnel. 

2.  Other  rate  and  classification  changes. 

3.  Increases  or  decreases  in  hours  paid  for  at  overtime  rates. 

Increases  in  operating  costs,  other  than  pay  roll,  are  commented  on  as 
follows: 

Maintenance  and  repairs  of  ways  and  structures  of  $138,637.48  was  caused 
primarily  by  increased  paving  work  done  by  the  Department  of  Public  Works. 

Equipment  repairs  of  $70,708.93  was  due  principally  to  higher  costs  of 
materials. 


Conducting  transportation  of  $92,375.11  arose  mainly  from  increased  gaso- 
line consumption  due  to  greater  use  of  motor  coaches. 
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Provision  for  accidents  of  $159,243.34  reflected  increased  revenue  as  rates 
used  were  ten  per  cent  of  passenger  revenue  in  both  years. 

General  and  miscellaneous  expense  of  $243,693.25  is  due  primarily  to 
increased  pension,  gratuity  and  compensation  costs. 


Decrease  in  interest  expense — net 

Net  book  values  of  assets  retired,  less  salvage  sales  and 
other  sundry  items  including  a profit  of  $81,217.51  from 


sales  of  land  during  the  current  year... 

Decrease  in  other  expense — net 

.....  124,506.40 
...  $163,490.62 

FINANCIAL  POSITION 

The  financial  position  of  the  railway  at  June  30,  1947,  is  presented  in 

Exhibit  A and  is  summarized  and  compared  with  the  position  at  June  30,  1946, 

in  the  following  statement: 

ASSETS 

Jun 

e 30 

Increase 

1947 

1946 

Decrease * 

Fixed  capital  

$10,411,585.25 

$10,079,881.22' 

$331,704.03 

Cash  

. 5,184,864.31 

6,157,670.37 

972,806.06* 

Accounts  receivable  ....  

42,477.48 

43,960.13 

1,482.65* 

Deferred  charges: 

Inventory  of  materials  and 

supplies  

808,910.02 

622,757.15 

186,152.87 

Replacement  jobs  in  progress. 

378,737.84 

132,960.08 

245,777.76 

Other  items  

52,176.65 

30,178.76 

21,997.89 

Commitments  

_ 1,878,970.56 

1,089,033.86 

789,936.70 

$18,757,722.11 

$18,156,441.57 

$601,280.54 

LIABILITIES  AND  SURPLUS 

Bonded  debt 

.$  601,000.00 

$ 701,200.00 

$100,200.00* 

Market  Street  Railway  Company  1,934,347.46 

2,186,911.56 

252,564.10* 

Bond  interest  payable  

4,155.00 

4,569.16 

414.16* 

Accounts  payable 

. 3,411,109.22 

3,353,394.83 

57,714.39 

Interfund  accounts  payable 

859,299.78 

572,411.07 

286,888.71 

Reserves  

. 2,710,623.83 

2,216,447.50 

494,176.33 

Deferred  credits  

14,148.22 

15,499.17 

1,350.95* 

Contributed  surplus  

. 2,282,480.86 

1,580,606.28 

701,874.58 

Earned  surplus 

. 6,940,557.74 

7,525,402.00 

584,844.26* 

$18,757,722.11 

$18,156,441.57 

$601,280.54 

Changes  in  financial  position  resulting  in  a decrease  of  $972,806.06  in  cash 
funds  are  analyzed  in  the  following  statement  of  funds  provided  and  their 
application: 
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FUNDS  PROVIDED: 

Charges  to  operations  not  requiring  funds: 

Depreciation  — - $1,073,837.58 

Provision  for  accidents  1,889,001.67 

Provision  for  employee  compensation  claims  65,000.00 


$3,027,839.25 

Deduct — net  loss  for  the  year  584,844.26 


Funds  provided  from  operations  $2,442,994.99 

Residue  of  impounded  fares  collected  by  Market 

Street  Railway  Company  ..  688,751.58 

Contributions  from  other  city  departments 13,123.00 

Net  increase  in  token  liability 62,857.92 

Decrease  in  receivables  1,482.65 


Total  funds  provided  ..  ...  $3,209,210.14 

FUNDS  APPLIED: 

Payments  for  accidents,  and  accident 

department  costs  $1,522,683.26 

Additions  to  capital  assets  and  to  construction 
in  progress  less  net  book  amount  of  assets 

retired.  1,405,541.61 

Additions  to  replacement  jobs  in  progress  .. 245,777.76 

Additions  to  inventory 186,152.87 

Payments  on  bonded  debt  and  to  Market 

Street  Railway  Company  352,764.10 

Reduction  in  accounts  payable  445,333.60 

Increase  in  deferred  charges  and  other 

minor  items  23,763.00 


Total  funds  applied  4,182,016.20 

DECREASE  IN  CASH  FUNDS $ 972,806.06 


BALANCE  SHEET  COMMENTS 
FIXED  CAPITAL— NET— $10,411,585.25: 

Fixed  capital  accounts,  other  than  construction  in  progress,  are  summarized 
and  presented  in  Schedules  A-l  and  A-2.  A condensed  summary  follows: 

Assets,  June  30,  1946  $44,185,923.57 

Deductions  $1,329,538.47 

Additions  . 1,161,140.59 


Net  deductions  168,397.88 


Assets,  June  30,  1947. 

Reserves,  June  30,  1946 

Deductions  

Additions  charged  to  operations  .... 

Net  deductions  

Reserves,  June  30,  1947 

Net  ..... 

Construction  in  progress  

Fixed  capital — net  

Additions  to  fixed  capital  during 
follows: 


....  $44,017,525.69 
$34,193,437.03 

$1,182,841.60 
1,073,837.58 

109,004.02 

$34,084,433.01 

$ 9,933,092.68 
478,492.57 

$10,411,585.25 

current  year  are  summarized  as 
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WAYS  AND  STRUCTURES: 

Reconstruction,  Church  Street,  between  24th 

and  27th  Streets $144,598.99 

Extension  of  track  on  Potrero  Avenue  to  Bay- 

shore  Boulevard 28,241.54 

Reconstruction,  St.  Francis  Circle  and 

Junipero  Serra  Boulevard  14,996.01 

Additions  and  replacements  to  building  and 
building  equipment  at  Turk  Street,  Elkton 

Yard,  Geneva  Carhouse,  etc 80,777.40 

Other  reconstruction  and  new  capital  additions  ...  56,261.44 

Land  purchases  183,607.00  $ 507,482.38 


EQUIPMENT: 

Motor  coaches  (40)  

Service  equipment — automotive 
Furniture  and  office  equipment.. 

Tokens  

Miscellaneous  


.$548,560.68 
. 37,383.45 
. 25,588.98 
. 23,531.86 
. 12,971.84 


648,036.81 


POWER: 

Substation  buildings  5,621.40 


Total  additions  to  fixed  capital $1,161,140.59 

Deductions  from  fixed  capital  are  summarized  below: 


WAYS  AND  STRUCTURES: 

Church  Street,  between  24th  and  27th  Streets $ 86,020.00 


Bush  Street,  between  Sansome  and  Kearny 

Streets,  abandoned  28,250.00 

Sacramento  Street,  between  Van  Ness 

Avenue  and  Gough  Street,  abandoned 18,493.72 

Army  Street,  between  San  Bruno  and 

Potrero  Streets,  abandoned 13,618.00 

Retirement  of  overhead,  poles  and  feeders, 

Third  Street  to  Nineteenth  Street,  abandoned ....  12,759.33 
Retirement  of  overhead  wires  and  spans, 

Larkin  Street  to  North  Point,  abandoned 8,685.08 

Land  sold  57,719.61 

Miscellaneous  replacements  and  other 
retirements 135,737.11  $ 361,282.85 


EQUIPMENT: 

Streetcars  (60)  $871,697.98 

Motor  coaches  (5)  51,000.51 

Other  items 42,852.20  965,550.69 


POWER  SUBSTATIONS 


2,704.93 


Total  deductions  from  fixed  capital 


$1,329,538.47 


Provision  for  depreciation  for  the  year  was  computed  on  the  same  basis 
as  in  the  prior  year  and  totaled  $1,073,837.58. 

Deductions  from  depreciation  and  revaluation  reserves  totaled  $1,182,841.60 
applicable  to  retirements. 

Fixed  capital  of  the  railway  is  recorded  on  the  books  at  appraised  amounts, 
as  determined  by  the  Public  Utility  Commission  as  at  June  30,  1938  (Market 
Street  Extension  as  of  September  29,  1944)  with  additions  to  date  at  cost, 
principally.  Deductions  are  made  at  specific  book  amounts  when  obtainable, 
otherwise  on  the  basis  of  estimates  furnished  by  the  engineering  department. 
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Reserves  for  depreciation  are  the  amounts  as  determined  by  the  Public 
Utility  Commission  as  of  the  foregoing  dates,  with  additions  to  date,  based 
on  useful  life  expectancy  as  estimated  and  approved  by  the  Commission. 
Deductions  from  the  reserves  are  made  on  the  following  bases: 

1.  Actual  reserve  applicable  to  the  asset  retired  or  replaced. 

2.  An  amount  equal  to  the  asset  retired  or  replaced.  This  method  is  ap- 

plicable to  certain  assets  of  the  original  Municipal  railway  such  as 
grading,  ballast,  ties  and  paving. 

:>.  An  amount  equal  to  the  estimated  depreciable  cost  of  the  asset.  This 
method  is  applicable  to  certain  assets  of  the  original  Municipal  rail- 
way such  as  rails  and  special  work. 

The  reserve  for  revaluation  $2,022,866.09,  included  in  the  reserve  for  de- 
preciation and  revaluation,  represents  the  excess  of  appraisal  amount  over 
cost,  of  the  Market  Street  Extension  at  September  29,  1944,  less  depreciation 
and  retirements  charged  thereto. 

Frequent  and  repeated  losses  have  been  sustained  on  the  retirement  of 
fixed  capital  assets  and  this  indicates  that  the  depreciation  provision  has  not 
been  adequate.  Two  factors  should  be  given  consideration;  first,  a reappraisal 
of  those  portions  of  assets  now  considered  non-depreciable;  and,  second,  the 
adequacy  of  the  rates  used  to  create  reserves  for  depreciation. 

Records  of  the  railway  indicate  that,  in  some  cases,  asset  values  applicable 
to  abandoned  streetcar  lines  have  not  been  removed  from  fixed  capital 
accounts  nor  have  these  assets  been  reduced  to  scrap  values.  Amounts  of  this 
nature  applicable  to  abandoned  property  and  still  included  in  the  accounts 
are  not  readily  determinable  without  an  engineering  survey. 

CASH— $5,184,864.31: 

Cash  on  deposit  is  segregated  by  funds  in  the  following  summary: 

On  deposit  with  the  Treasurer: 

Operating  ....  $2,933,799.24 

Reconstruction  and  replacement . 1,378,718.99 

Market  Street  Extension  851,542.10 

Surplus  3,148.98 

Bond  interest  1,655.00 

Bond  redemption  1,000.00  $5,169,864.31 


Revolving  funds  15,000.00 


Total  cash  ......  $5,184,864.31 

Funds  on  deposit  with  the  Treasurer  were  confirmed  by  the  Controller. 
Revolving  funds  were  substantiated  by  certificates  received  from  the  custo- 
dians and  those  in  banks  by  reconciliation  with  certificates  received  from  the 
depositaries.  Included  in  revolving  funds  are  disbursements  totaling  $144.99 
for  which  reimbursement  has  been  refused  by  the  Controller.  Appropriate 


measures  should  be  taken  to  replace  these  funds. 

ACCOUNTS  RECEIVABLE— $42,477.48: 

These  accounts  consist  of  the  following: 

Advertising  revenue  for  June,  1947  $ 15,304.62 

Claims  under  excess  cover  liability  insurance  8,864.90 

Other  insurance  claims 6,193.44 

Charter  services  and  token  sales  5,597.91 

Other  accounts  6,516.61 

Total  accounts  receivable  $ 42,477.48 


No  losses  are  anticipated  in  the  collection  of  these  accounts. 
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DEFERRED  CHARGES— $3,118,795.07: 


Included  in  this  classification  are: 

Inventory  of  materials  and  supplies — net $ 808,910.02 

Replacement  jobs  in  progress  _.  378,737.84 

Sundry  52,176.65 

Commitments  1,878,970.56 


Total  deferred  charges $3,118,795.07 


The  inventory  of  materials  and  supplies — net — $808,910.02  is  the  book 
amount  of  inventories  at  June  30,  1947.  This  amount  was  substantiated  by 
physical  inventories  taken  by  railway  employees  at  the  various  locations 
as  of  May  31,  1947,  which  were  adjusted  to  the  June  30th  figure  by  subsequent 
receipts  and  disbursements.  Checks  of  quantities  were  made  during  this 
examination  to  test  the  essential  accuracy  of  counts  made  at  the  inventory 
date.  Prices  used  were  purchase  cost,  average  purchase  cost  and  usable  cost 
on  certain  salvage  items.  Clerical  accuracy  of  extensions,  footings  and  sum- 
maries was  tested. 

The  reserve  for  obsolescence  of  $55,540.67,  established  at  June  30,  1946, 
was  decreased  to  $13,755.24  during  the  current  year.  This  decrease  was  due 
to  pricing  errors  on  the  1946  inventory  of  $24,685.22,  and  to  adjustments 
of  $17,100.21  required  by  the  1947  physical  inventory. 

The  railway  has  not  eliminated  all  obsolete  or  unusable  items  from  inven- 
tory valuations  and  with  changing  types  of  equipment  and  other  transit 
changes  it  is  quite  possible  that  a considerable  loss  may  be  sustained  due  to 
the  factor  of  obsolescence.  The  management  should  consider  the  advisability 
of  providing  additions  to  the  reserve  for  obsolescence  by  charges  to  operating 
expenses. 

Replacement  jobs  in  progress,  $378,737.84,  represented  the  accumulated 


costs  to  June  30,  1947,  on  the  following  projects: 

Replacements  of  overhead  wiring  “E”  line $ 56,803.57 

Replacement  of  inner  tracks  on  lower  Market  Street...  ...  195,521.66 

Reconstruction  work  at  the  24th  and  Utah  Streets  garage  43,650.00 

Engineering  studies  and  plans 32,114.14 

Various  other  items  50,648.47 


Total  $378,737.84 


Sundry  deferred  charges,  $52,176.65,  consisted  of  completed  engineering 
studies  and  plans  of  $37,361.23  which  have  not  been  allocated  to  specific 
projects  and  prepaid  insurance  and  other  items  deferred  to  future  periods 
of  $14,815.42. 

Commitments,  $1,878,970.56,  consisted  of  all  purchase  orders,  contracts 
and  other  commitments  for  which  goods  and  services  had  not  been  received 
to  June  30,  1947.  Included  in  the  foregoing  total  are  commitments  for  the 
purchase  of : 


Motor  coaches  (30)  $481,852.50 

Trolley  coaches  (24)  467,473.80 

Streetcars  (10)  275,110.00 

Items  in  connection  with  the  track  reconstruction  on 

lower  Market  Street  147,499.38 


BONDED  DEBT— $601,000.00: 

This  indebtedness  was  in  agreement  with  the  records  of  the  Controller. 
MARKET  STREET  RAILWAY  COMPANY— $1,934,347.46: 

Transactions  during  the  year  relating  to  the  purchase  of  the  operative 
properties  of  the  Market  Street  Railway  Company  are  detailed  as  follows: 
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Total 

Principal 

Interest 

Balance,  June  30,  1946 

$2,186,911.56 

$2,186,911.56 

Interest  accrued  during  the  year  ... 

85,721.02 

$85,721.02 

Total 

...  $2,272,632.58 

$2,186,911.56 

$85,721.02 

Paid  bv  warrants  dated  September 

28,1946  ....  $ 58,823.18  $ 58,248.68  $ 574.50 


Amounts  included  in  accounts  pay- 
able at  June  30,  1947,  and  paid 


auie  hi  dune  ou,  emu 

by  warrant  dated  July  30,  1947  .. 

279,461.94 

194,315.42 

85,146.52 

Total 

$ 338,285.12 

$ 252,564.10 

$85,721.02 

Balance,  June  30,  1947 — net 

. $1,934,347.46 

$1,934,347.46 

Amounts  owing  at  June  30,  1947,  and  the  payment  made  in  July,  1947,  were 
confirmed  by  the  Market  Street  Railway  Company. 


BOND  INTEREST  PAYABLE— $4,155.00: 

Bond  interest  matured  and  unpaid  at  June  30,  1947,  totaled  $1,655.00  and 
interest  accrued  but  not  due  totaled  $2,500.00. 

ACCOUNTS  PAYABLE— $3,411,109.22: 

Items  comprising  this  classification  are  detailed  in  Exhibit  A. 

Warrants  outstanding  of  $957,101.36  included  warrants  issued  subsequent 
to  June  30  in  payment  of  June  pay  rolls  totaling  $525,000.00  approximately. 

General  creditors  $606,665.50  included  $279,461.94  paid  to  the  Market 
Street  Railway  Company  in  July,  1947,  and  $52,983.27  in  accident  claims.  The 
balance  represented  principally  current  trade  indebtedness  . 

Commitments,  $1,840,572.23,  is  an  offset  to  an  equivalent  amount  included 
in  “Deferred  Charges.” 

INTERFUND  ACCOUNTS  PAYABLE— $859,299.78: 

Indebtedness  to  the  Employees’  Retirement  System,  $506,955.94,  was  esti- 
mated on  the  basis  of  data  available.  Indebtedness  to  other  city  departments 
was  confirmed  by  the  departments.  Included  under  this  caption  were  un- 
completed work  orders  totaling  $38,398.33. 

RESERVES— $2,710,623.83 : 

These  reserves  are  detailed  as  follows: 


Accident  claims  $2,366,318.41 

Employee  compensation  claims  . 165,000.00 

Outstanding  tokens  179,305.42 


Total  $2,710,623.83 
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An  analysis  of  the  reserve  for  accident  claims  for  the  year  under  review, 


follows: 

Balance,  June  30,  1946  $2,000,000.00 

Provision  charged  to  operations  (ten  per  cent  of 
passenger  revenue)  1,889,001.67 


$3,889,001.67 

Claims  paid  $1,291,590.61 

Less:  Claims  re  excess  coverage  insurance 8,864.90 

$1,282,725.71 

Pay  rolls 119,225.22 

Legal  costs — City  Attorney 92,260.00 

Excess  coverage  insurance 25,997.27 

Sundry  2,475.06 


Total  charges  to  the  reserve 1,522,683.26 

Balance,  June  30,  1947 $2,366,318.41 


At  June  30, 1947,  claims  in  litigation  totaled  $12,298,827.15  and  non-litigated 
claims  totaled  $3,231,771.70,  a grand  total  of  $15,530,598.85  in  outstanding 
claims. 

Based  on  the  cost  of  claim  settlements  during  the  year  ended  June  30,  1947, 
the  reserve  of  $2,366,318.41  is  a reasonable  estimate  of  the  ultimate  cost  of 
settlement  of  those  claims  filed  to  June  30,  1947. 

The  railway  carries  an  excess  public  liability  and  property  damage  liability 
policy  with  a retention  of  $37,500.00  on  account  of  a single  occurrence  and 
a limit  of  $500,000.00. 

The  reserve  for  employee  compensation  claims  was  increased  from 
$100,000.00  to  $165,000.00  by  a charge  to  operating  expense.  The  liability 
for  such  claims,  on  account  of  accidents  occurring  June  30,  1947,  or  prior, 
as  estimated  by  the  Employees’  Retirement  Board  totaled  $164,688.50. 

The  reserve  for  outstanding  tokens,  $179,305.42,  represented  the  railway’s 
liability  at  June  30,  1947,  for  all  tokens  then  in  the  hands  of  the  public  com- 
puted at  814  cents  each. 

DEFERRED  CREDITS— $14,148.22: 

These  consisted  of  cancelled  pay  roll  checks,  tire  credits  applicable  to  tires 
on  leased  buses  and  other  minor  items,  final  disposition  of  which  is  being 
deferred  to  subsequent  periods. 

CONTRIBUTED  SURPLUS— $2,282,480.86: 

Additions  to  contributed  surplus  during  the  year  are  as  follows : 


Residue  of  impounded  fares  collected  by  Market 

Street  Railway  Company  awarded  to  the  railway $688,751.58 

Estimated  value  of  work  performed  by  other  city 

departments  for  the  benefit  of  the  railway 13,123.00 


Total  additions  during  the  year $701,874.58 


Earned  surplus  was  decreased  by  $584,844.26  to  $6,940,557.74  as  the  result 
of  an  excess  of  expense  over  income  for  the  year  ended  June  30,  1947. 


LIABILITIES  AN  D SURPLUS 
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SCHEDULE  A-l 

SUMMARY  OF  ROAD  AND  EQUIPMENT,  AND  RESERVE  FOR  DEPRECIATION— MUNICIPAL  RAILWAY  (ORIGINAL) 
For  the  Year  Ended  June  30,  1947 


Total  ways  and  structures $ 8,164,855.47  $ 507,482.38  $144,288.29  $ 8,528,049.56  $5,353,241.19  $261,854  30  $ 81,640.44  $5,533,455.05  $2,994,594.51 
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EXHIBIT  “B” 

MUNICIPAL  RAILWAY  OF  SAN  FRANCISCO 


Comparative  Statement  of  Income  and  Expense 
For  the  Two  Years  Ended  June  30,  1947  and  1946 


OPERATING  INCOME: 

Passenger  revenue  

Advertising  — 

Rents  — 

Other 

Total  operating  income.. 

OPERATING  EXPENSE: 

Maintenance  and  repairs: 

Ways  and  structures 

Equipment  - - 

Total  

Power  — 

Conducting  transportation  

E Provision  for  accidents  

i Provision  for  depreciation: 

Municipal  railway  

Market  Street  extension  

Taxes — County  of  San  Mateo .... 

General  and  miscellaneous 

Total  operating  expense 

Net  income  or  loss* 
from  operations  

OTHER  INCOME: 

| Interest  on  bank  balances 

Realized  from  sales  of  fixed  capital 
and  salvage  less  net  book  value  of 
assets  retired  and  sundry 

Total  other  income  


OTHER  EXPENSE: 

Interest: 

Market  Street  Railway  purchase. 
Bonds  


Net  book  value  of  fixed  capital 
retired  less  salvage  realized  and 
sundry  

Total  other  expense 

NET  LOSS*  OR  INCOME— YEAR 
ENDED  JUNE  30— EXHIBIT  A 


Year  Er 

ided  June  30 

Increase 

1947 

1946 

Decrease* 

. $18,890,016.71 
120,607.32 
11,647.03 
16,484.47 

$17,297,583.28 

120,557.57 

14,020.63 

12,770.71 

$1,592,433.43 

49.75 

2,373.60* 

3,713.76 

..$19,038,755.53 

$17,444,932.19 

$1,593,823.34 

. $ 990,926.02 

..  1,832,625.60 

$ 656,710.29 

1,614,772.53 

$ 334,215.73 
217,853.07 

$ 2,823,551, 

.62 

$ 2,271 

,482 

.82  : 

$ 552,068 

.80 

1,307,610, 

.27 

1,293 

,223 

.34 

14,386 

.93 

_ 10,648,595. 

.92 

8,456 

,412 

.87 

2,192,183 

.05 

. 1,889,001, 

.67 

1,729; 

,758 

.33 

159,243 

.34 

435,186, 

,30 

361. 

,267 

.24 

73,919 

.06 

638,651. 

.28 

657 

,526 

.20 

18,874 

.92* 

14,116, 

.15 

11. 

,922, 

.03 

2,194 

.12 

1,800,760, 

.45 

1,342. 

,425 

.17 

458,335 

.28 

. $19,557,473.66  $16,124,018.00 

$3,433,455.66 

-$ 

518,718.13*  $ 1,320,914.19 

$1,839,632.32* 

$ 

5,257.12  $ 

5,359.95 

$ 102.83* 

46,421.11 

46,421.11 

? 

51,678.23  $ 

5,359.95 

$ 46,318.28 

$ 

467,039.90*  $ 1,326,274.14 

$1,793,314.04* 

$ 

85,721.02  $ 

119,808.08 

$ 34,087.06* 

32,083.34 

37,083.33 

4,999.99* 

$ 

117,804.36  $ 

156,891.41 

$ 39,087.05* 

78,085.29 

78,085.29* 

..$ 

117,804.36  $ 

234,976.70 

$ 117,172.34* 

-$ 

584,844.26*  $ 1,091,297.44 

$1,676,141.70* 
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EXHIBIT  “B” 


MUNICIPAL  RAILWAY  OF  SAN  FRANCISCO 


Comparative  Statement  of  Income  and  Expense 


For  the  Two  Years  Ended  June  30,  1947  and  1946 


OPERATING  INCOME: 

Passenger  revenue  - 

Advertising  __ — 

Rents  

Other 

Total  operating  income 

OPERATING  EXPENSE: 

Maintenance  and  repairs: 

Ways  and  structures 

Equipment  

Total  - 

Power  - 

Conducting  transportation  

Provision  for  accidents  

Provision  for  depreciation: 

Municipal  railway  

Market  Street  extension 

Taxes — County  of  San  Mateo  .... 
General  and  miscellaneous 

Total  operating  expense 

Net  income  or  loss* 
from  operations  

OTHER  INCOME: 

Interest  on  bank  balances 

Realized  from  sales  of  fixed  capital 
and  salvage  less  net  book  value  of 
assets  retired  and  sundry 

Total  other  income  


OTHER  EXPENSE: 

Interest: 

Market  Street  Railway  purchase 
Bonds  


Net  book  value  of  fixed  capital 
retired  less  salvage  realized  and 
sundry  

Total  other  expense 


Year  Er 

ided  June  30 

Increase 

1947 

1946 

Decrease* 

.$18,890,016.71 

120,607.32 

11,647.03 

16,484.47 

$17,297,583.28 

120,557.57 

14,020.63 

12,770.71 

$1,592,433.43 

49.75 

2,373.60* 

3,713.76 

..  $19,038,755.53 

$17,444,932.19 

$1,593,823.34 

_ $ 990,926.02 

...  1,832,625.60 

$ 656,710.29 

1,614,772.53 

$ 334,215.73 
217,853.07 

$ 2,823,551.62 

$ 2,271,482.82 
1,293,223.34 
8,456,412.87 
1,729,758.33 

$ 552,068.80 
14,386.93 
2,192,183.05 
159,243.34 

1,307,610.27 
..  10,648,595.92 
1,889,001.67 

435,186.30 
638,651.28 
14,116.15 
_ 1,800,760.45 

361,267.24 

657,526.20 

11,922.03 

1,342,425.17 

73,919.06 

18,874.92* 

2,194.12 

458,335.28 

- $19,557,473.66 

$16,124,018.00 

$3,433,455.66 

$ 518,718.13* 

: $ 1,320,914.19 

$1,839,632.32* 

$ 5,257.12  $ 5,359.95  $ 102.83* 


46,421.11 

46,421.11 

$ 

51,678.23 

$ 

5,359.95 

$ 

46,318.28 

$ 

467,039.90* 

$ 1,326,274.14 

$1,793,314.04* 

$ 

85,721.02 

$ 

119,808.08 

$ 

34,087.06* 

32,083.34 

37,083.33 

4,999.99* 

? 

117,804.36 

$ 

156,891.41 

$ 

39,087.05* 

78,085.29 

78,085.29* 

-$ 

117,804.36 

$ 

234,976.70 

$ 

117,172.34* 

NET  LOSS*  OR  INCOME— YEAR 
ENDED  JUNE  30— EXHIBIT  A 


$ 584,844.26*  $ 1,091,297.44  $1,676,141.70* 


Airport  Department 

San  Francisco  Airport — San  Mateo  County 

Report  on  Examination  of  Accounts 
For  the  Fiscal  Year  Ended  June  30,  1947 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 
Office  of  the  Controller 


October  16, 1947 


Mr.  Harry  D.  Ross 
Controller 

City  and  County  of  San  Francisco 

AIRPORT  DEPARTMENT 

SAN  FRANCISCO  AIRPORT-SAN  MATEO  COUNTY 
Examination  of  Accounts 

for  the  Year  Ended  June  30,  1947 


Dear  Sir: 

Under  your  direction  and  pursuant  to  the  provisions  of  Charter  Section  66, 
an  examination  has  been  made  of  the  accounts  of  the  San  Francisco  Airport, 
San  Mateo  County,  for  the  fiscal  year  ended  June  30,  1947.  Mr.  David  F. 
Supple,  Consultant  and  Statistician  to  the  Grand  Jury,  participated. 

Schedules  based  on  this  examination  are  submitted  herewith  as  follows: 
Exhibit  “A” — Balance  Sheet  June  30,  1947 
Exhibit  “B” — Surplus  Account  June  30,  1947 

Exhibit  “C” — Statement  of  Income,  Years  ended  June  30,  1947,  and  June 
30,  1946 

The  examination  was  limited  to  the  verification  of  assets  and  liabilities 
at  June  30,  1947,  and  an  analytical  review  and  test  check  of  the  revenues 
and  expenses  of  the  fiscal  year  ended  as  of  that  date.  A general  review  of 
the  accounting  methods  was  made  and  the  accounting  records  and  the  evidence 
in  support  thereof  were  examined  or  tested  in  a manner  and  to  the  extent 
considered  appropriate  in  view  of  the  system  of  internal  accounting  control. 
Verification  of  the  property  accounts  was  limited  to  a review  of  the  recorded 
additions  and  retirements  during  the  year. 

Fixed  capital  is  recorded  in  the  accounts  at  appraised  values  established 
by  the  Bureau  of  Engineering  of  the  Public  Utilities  Commission  under  the 
provisions  of  Section  128  of  the  Charter,  plus  subsequent  additions  at  cost, 
or  appraised  values,  less  retirements  at  appraised  values  or  at  recorded  or 
estimated  cost  in  the  case  of  unappraised  items  of  property.  It  is  our  under- 
standing that  the  general  basis  for  all  appraisals  herein  referenced,  is  the 
cost  of  the  property  at  the  time  it  was  first  placed  in  service.  In  connection 
with  the  appraisals  of  and  additions  to  property,  the  engineers  have  estimated 
the  depreciable  value  and  useful  life  thereof;  provisions  for  depreciation 
based  thereon  are  charged  to  income. 

The  table  here  presented  is  a condensed  summary  of  the  changes  during 
the  year  in  the  accounts  for  fixed  capital  in  service  and  for  accrued  deprecia- 
tion applicable  thereto.  Except  as  stated  hereinafter,  the  changes  were  found 
to  be  in  order. 

In  Service  Depre^fon  Boo^Value 

June  30,  1946,  Balance  . $10,044,297.82  $1,314,284.24  $ 8,730,013.58 

Additions  and  betterments ...  4,845,316.67  784,847.62  4,060,469.05 


Total  $14,889,614.49  $2,099,131.86  $12,790,482.63 

Retirements,  reconstruction, 

replacements,  etc.  4,808.79  9,486.21  +4,677.42 


June  30,  1947,  Balance 
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Additions  and  betterments  and  the  financing  thereof  in  the  total  sum  of 


$4,845,316.67  are: 

1938  Airport  Bond  Fund: 

Allocation  of  field  engineering  and  interest 

during  construction _ $ 1,669.93 

1945  Airport  Bond  Fund: 

Land  acquisitions  309,108.95 

Equipment  10,518.10 

Airport  Operating  Fund: 

Equipment  1,226.45 

Airport  Reconstruction  and  Replacement  Fund : 

Equipment  3,509.10 

United  States  Army  through  Civil  Aeronautics  Administration : 

Land  reclamation  and  improvements,  field  drainage,  run- 
ways, taxiways,  aprons,  field  lighting  and  marking 1,134,214.00 

United  States  Navy: 

Land,  landing  area,  waterfront  facilities,  utilities, 

buildings  and  equipment 3,350,810.73 

State  of  California: 

Land  1,100.00 

United  Air  Lines,  Inc.: 

Buildings  A 33,159.41 


Total  Additions  .......  $4,845,316.67 


As  at  June  30,  1947,  the  Public  Utilities  Commission’s  Bureau  of  Engi- 
neering appraised  the  buildings,  structures  and  improvements  constructed 
by  the  Army  and  Navy  at  the  Airport,  which,  through  agreements  arising 
out  of  eminent  domain  proceedings  in  connection  with  Treasure  Island,  be- 
came the  property  of  the  City  during  the  year  ended  June  30,  1946.  The  result 
of  the  appraisal  was  recorded  in  Airport  accounts  during  the  fiscal  year  under 
review. 

Appraisal  had  not  been  made  of  certain  improvements  constructed  on 
Airport  land  by  United  Air  Lines,  Inc.,  and  Civil  Aeronautics  Administration 
during  the  fiscal  year  1946-1947,  all  of  which  became  the  property  of  the 
City.  The  balance  sheet  herewith  does  not  reflect  these  additional  values. 

Fixed  capital  under  construction  in  the  sum  of  $6,851,805.46  consists  princi- 
pally of  charges  arising  during  the  fiscal  years  1945-1946  and  1946-1947  in 
connection  with  the  improvement  program  as  authorized  under  the  1945 
Airport  bond  issue  and  in  accordance  with  the  Charter  and  budgetary  pro- 
visions. 

Verification  against  the  records  of  the  Controller  has  been  made  with 
respect  to  all  other  items  of  assets  and  liabilities  except  for  the  deferred 
credit  representing  unearned  rentals  for  space  occupied  by  Transcontinental 
and  Western  Air,  Inc.,  and  by  United  Air  Lines,  Inc.,  discussed  in  our  reports 
for  the  years  ended  June  30,  1945  and  1946,  relative  to  facilities  constructed 
by  them  in  the  administration  building.  In  the  account  for  such  unearned 
rentals  there  remains  a balance  of  $8,103.67  after  writing  off  amounts  which 
purportedly  cover  rentals  earned  to  June  30,  1947. 

The  military  order  against  civilian  activity  other  than  regularly  scheduled 
commercial  transport  flights  was  not  enforced  during  the  fiscal  year  1946- 
1947.  Because  of  the  establishment  of  rates  and  charges,  effective  September 
1,  1946,  for  the  use  of  all  Airport  facilities  and  increased  revenue  producing 
aviation  activity  at  the  Airport,  the  operating  revenues  increased.  Operating 
expenses,  maintenance  costs  and  fixed  charges  were  in  excess  of  the  preceding 
year.  The  increase  in  expenses  and  fixed  charges  exceeded  the  gain  in  revenues 
due  principally  to  the  increased  provision  for  depreciation. 

Detailed  findings  and  comments  resulting  from  this  examination  are  sub- 
mitted separately. 

It  is  our  opinion,  subject  to  the  exceptions  set  forth  herein,  that  the  accom- 
panying balance  sheet  and  statements  of  surplus  and  income  fairly  present 
the  financial  condition  of  the  San  Francisco  Airport,  San  Mateo  County,  as 
at  June  30,  1947,  and  the  results  of  its  operation  for  the  fiscal  year  ended 
that  date. 

Respectfully  submitted, 

WILLIS  O’BRIEN 
Supervisor,  Utility  Audits. 
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EXHIBIT  “A” 


AIRPORT  DEPARTMENT 

SAN  FRANCISCO  AIRPORT,  SAN  MATEO  COUNTY 
BALANCE  SHEET  AS  AT  JUNE  30,  1947 
ASSETS 

Fixed  Capital: 

In  service  $14,884,805.70 

Less  reserve  for  depreciation  2,089,645.65 

Net  book  value $12,795,160.05 

Under  construction  6,851,805.46  $19,646,965.51 

Cash: 

On  deposit  with  City  and  County  Treasurer...  $ 9,745,887.13 

In  transit  to  City  and  County  Treasurer 833.02 

Revolving  fund  . 2,500.00  9,749,220.15 

Accounts  Receivable: 

Revenues  accrued  and  other  receivables $ 53,164.44 

Less  reserve  for  uncollectible  accounts 1,050.00  52,114.44 


Interfund  Accounts: 

Due  from  general  city  and  county  8,147.56 

Deferred  Charges: 

Materials  and  supplies $ 2,921.80 

Contracts,  purchase  orders,  interfund 

commitments,  etc.  (contra) 3,791,813.97 

Other  deferred  items  7,860.81  3,802,596.58 


Total  Assets 


$33,259,044.24 
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EXHIBIT  “A” 

AIRPORT  DEPARTMENT 

SAN  FRANCISCO  AIRPORT,  SAN  MATEO  COUNTY 
BALANCE  SHEET  AS  AT  JUNE  30,  1947  (Continued) 
LIABILITIES  AND  SURPLUS 


Bonded  debt : 

1938  Airport  Bonds — Maturing  $285,000 

Annually  to  January  1,  1949  $ 570,000.00 

1945  Airport  Bonds — Maturing 
$ 500,000  12/15/47;  $ 500,000  6/15/48; 

$1,250,000  12/15/48;  $ 500,000  6/15/49; 

$1,750,000  12/15/49;  $ 500,000  6/15/50; 

$2,000,000  12/15/50;$  500,000  6/15/51; 

$ 500,000  12/15/51;$  500,000  12/15/52; 

$1,000,000  12/15/53;  $1,750,000  12/15/54; 

$1,750,000  12/15/55;  $2,000,000  12/15/56  . 15,000,000.00  $15,570,000.00 


Bond  Interest  Accrued: 

Due  July  1,  1947 — 1938  issue $ 4,855.00 

Matured  coupons  not  presented  for  pay- 
ment— 1945  issue  3,837.50 

Accrued,  not  due — 1945  issue 6,822.91  15,515.41 


Accounts  Payable: 

Outstanding  warrants ..  $ 538,328.19 

General  creditors  488,234.98 

Contracts,  purchase  orders,  etc.  (contra) 3,610,653.04 

Interfund  Commitments  (contra)  ..  181,160.93  4,818,377.14 


Interfund  Accounts: 

Due  to  general  city  and  county $ 5,530.96 

Due  to  other  public  service  enterprises 144,227.85  149,758.81 


Deferred  Credits 43,178.96 


Total  Liabilities  $20,596,830.32 

Surplus— Exhibit  “B”  12,662,213.92 

Total  Liabilities  and  Surplus $33,259,044.24 


Note:  The  above  statement  should  be  considered  in  the  light  of  the  accom- 
panying comments. 
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EXHIBIT  “B” 

AIRPORT  DEPARTMENT 

SAN  FRANCISCO  AIRPORT,  SAN  MATEO  COUNTY 
SURPLUS 

Year  Ended  June  30,  1947 


Surplus,  June  30,  1946,  annual  report  of  Controller $ 7,995,846.55 

Add: 

Contributions : 

Taxes  for  operation  and  bond  service $ 891,489.22 

United  States  Army  construction 1,134,214.00 

U.  S.  Navy  construction $3,350,810.73 

Credited  to  Reserve 

for  Depreciation 349,412.65  3,001,398.08 


State  of  California — land 1,100.00 

United  Air  Lines,  Inc. — building's 33,159.41 

Adjustment  of  prior  years  excess  provision 

for  depreciation 4,677.42  5,066,038.13 


Total $13,061,884.68 

Deduct: 

Transfer  unamortized  bond  premium  to 

deferred  credits $ 3,081.19 

Adjustment  of  prior  year’s  depreciation  re- 
sulting from  current  year  plant  retirements  . 455.49 

Miscellaneous  — net  „ 4.17 

Net  loss— fiscal  year  1946-1947 396,129.91  399,670.76 


Surplus,  June  30,  1947 $12,662,213.92 


Note:  The  above  statement  should  be  considered  in  the  light  of  the  accom- 
panying comments. 
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EXHIBIT  “C” 
AIRPORT  DEPARTMENT 


SAN  FRANCISCO  AIRPORT,  SAN  MATEO  COUNTY 


STATEMENT  OF  INCOME 
Years  Ended  June  30,  1947  and  June  30,  1946 


OPERATING  REVENUES: 


June  30,  1947  June  30,  1946 


Air  Carrier  Flight  Operations 

Rentals : 

Public  Address  System 

Aircraft  outdoor  storage.. 

Airport  property, 

Unimproved  

Paved  

Expansion  area  .. 

Hangars, 

Entire  hangars 

Partial  hangars  

Passenger  terminal  building, 

Office  space  

Other  than  office  space 

Other  buildings  and  structures  

Tank-farm  area  

Wharf  (bulk  petroleum  deliveries)..  

Wharf  pipe  line 

Total  Rentals 

Taxicab  and  limousine  permits 

Commissions  and  sales: 

Telephone 

Telegraph  

Locker 

Petroleum  products  (sales) 

Total  Commissions  and  Sales 

TOTAL  OPERATING  REVENUES 


_~$  90,375.37 

$ 48,196.55 

__$  20.00 

9,295.26 

7,096.79 
....  15,893.09 

2,789.76 

$ 2,400.00 

...  11,818.98 

3,430.00 

530.29 

253.74 

._  9,488.33 

8,989.83 

....  27,986.83 

20,790.31 

.....  8,167.68 

2,944.48 
1,938.15 

7,335.14 

250.00 

. ..  $ 98,219.64 

$ 43,199.02 

28,575.36 

....$  4,097.12 

S 2,849.69 

....  18,122.43 

9,897.69 

787.46 

....  47,848.36 

4,920.76 

_.__.$  70,855.37 

$ 17,668.14 

.....$288,025,74 

$109,063.71 
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EXHIBIT  “C”  (Continued) 

AIRPORT  DEPARTMENT 

SAN  FRANCISCO  AIRPORT,  SAN  MATEO  COUNTY 


STATEMENT  OF  INCOME  (Continued) 


Years  Ended  June  30,  1947  and  June  30,  1946 


OPERATING  EXPENSES: 

Salaries  and  Wages: 

Administrative  

Maintenance  

Operative  

Total  Salaries  and  Wages 

Other  Costs  of  Operation: 

Travel  expenses  and  local  fares 

Freight,  express  and  drayage 

Use  of  employees’  cars — mileage  only 

Storage  and  care  of  vehicles 

Maintenance  and  care  of  office  equipment 


Gas  and  electricity 

Telephone  and  telegraph $4,349.30 

Less:  Reimbursement  of  tele- 
phone extension  charges 410.55 


Postage  

Printing,  Advertising,  etc.  

Newspapers  and  periodicals 

Janitorial  and  window  washing  services: 

Contractual  

Refuse  disposal 

Professional  and  special  services 

Miscellaneous  and  contractual  services.  .. 

Operating  material  and  supplies.. 

Unallocated  charges  for  use  of 
automotive  equipment  

Total  Other  Costs  of  Operation 

Other  Costs  of  Maintenance  and  Repair: 

Landing  area  

Runways  

Field  lighting  equipment 

Radio  equipment  ... 

Hangars 

Administration  building  

Other  buildings  

Automotive  equipment  

Other  equipment  facilities,  furniture 

and  fixtures  

Parking  areas,  roads,  walks,  fences,  etc.  . 
Power  distribution  system 


June  30,  1947 

$ 10,000.08 
4,968.00 
. 139,851.83 

June  30,  1946 

$ 10,098.75 
5,984.55 
65,388.63 

$154,819.91 

$ 81,471.93 

$ 8,071.56 

$ 4,922.89 

87.88 

1,015.00 

50.33 

$ 13.60 

$ 211.00 

109.33 

94.27 

6,255.25 

6,426.39 

3,938.75 

3,775.98 

478.47 

96.54 

976.97 

447.84 

430.48 

341.30 

780.00 

795.00 

241.21 

2,520.74 

5,557.15 

633.64 

332.90 

6,269.20 

5,928.30 

1,144.44 

.$  32,966.52 

$ 28,979.89 

$ 5,683.58 

$ 825.14 

5,168.35 

747.26 

1,531.83 

414.00 

308.00 

676.47 

1,448.87 

1,150.52 

1,568.01 

3,001.66 

628.39 

1,614.27 

2,516.01 

2,558.30 

419.46 

704.21 

3,596.02 

2,338.22 

5,037.86 

123.53 

Total  Other  Costs  Maintenance 

and  Repair  $ 27,906.38  $ 14,153.58 
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EXHIBIT  “C”  (Continued) 

AIRPORT  DEPARTMENT 
SAN  FRANCISCO  AIRPORT,  SAN  MATEO  COU 
STATEMENT  OF  INCOME  (Continued) 
Years  Ended  June  30,  1947  and  June  30,  1946 


OPERATING  EXPENSES:  (Continued)  June  30,  1947 

Fixed  Charges: 

Accident  compensation — employees  $ 41.76 

Automobile  insurance 550.00 

Other  insurance  4,597.03 

Pension  and  retirement  allowance  5,157.25 

Taxes  paid  $30,051.45 

Less  reimbursement  thereof 2,218.81  27,832.64 


Depreciation  ..  434,979.48 

Bad  account . 1,050.00 

Cost  of  plant  removal  and  other  charges 
not  otherwise  provided  for 

Total  Fixed  Charges  $474,208.16 


TOTAL  OPERATING  EXPENSES  ...  $689,900.97 


OPERATING  LOSS $401,875.23 


OTHER  INCOME: 

Resale  of  electric  energy $ 74,607.84 

Less  cost  thereof 55,884.19 


Remainder  $ 18,723.65 

Miscellaneous  210.23 


Total  Other  Income $ 18,933.88 


Net  Loss:  Before  Bond  Interest $382,941.35 

1945  and  1938  Airport  Bond  Interest  Expense 13,188.56 


NET  LOSS $396,129.91 


Note:  The  above  statement  should  be  considered  in  the  light  of 
panying  comments. 


June  30,  1946 

$ 374.79 

404.50 
3,538.51 
2,907.22 

14,535.47 

214,777.76 

1,268.33 

$237,806.58 

$362,411.98 

$253,348.27 


$ 62,171.83 
49,444.76 

$ 12,727.07 


$ 12,727.07 

$240,621.20 

16,797.01 

$257,418.21 
the  accom- 


School  Department 

(A  Unified  School  District) 


Report  on  Examination  of  Accounts 
For  the  Fiscal  Year  Ended  June  30,  1947 
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Lybrand,  Ross  Bros.  & Montgomery 

CERTIFIED  PUBLIC  ACCOUNTANTS 
2 Pine  Street 
San  Francisco  11 

October  15,  1947. 

Honorable  Harry  D.  Ross,  Controller, 

City  and  County  of  San  Francisco, 

San  Francisco,  California. 

Dear  Sir: 

In  accordance  with  your  instructions  and  under  the  terms  of  an  agreement 
with  you  dated  July  10,  1947,  we  have  examined  the  balance  sheet  of  the 
School  Department  of  the  City  and  County  of  San  Francisco  (such  Depart- 
ment constituting  the  San  Francisco  Unified  School  District)  as  of  June  30, 
1947,  and  the  statement  of  revenue  and  expenditures  for  the  year  then  ended, 
have  reviewed  the  system  of  internal  control  and  the  accounting  procedures 
of  the  Department  and,  without  making  a detailed  audit  of  the  transactions, 
have  examined  or  tested  accounting  records  and  other  supporting  evidence 
by  methods  and  to  the  extent  we  deemed  appropriate.  Our  examination  was 
made  in  accordance  with  generally  accepted  auditing  standards  applicable  in 
the  circumstances  and  included  all  procedures  which  we  considered  necessary. 

The  fixed  capital  properties,  and  the  liabilities  for  bonded  debt  and  bond 
interest  included  in  the  accompanying  statements,  are  not  carried  in  the  ac- 
counts of  the  School  Department.  The  amounts  therefor  in  this  report  are 
based  upon  the  accounts  of  the  Controller’s  office,  which  accounts  have  been 
examined  by  other  independent  accountants. 

Income,  expenditures,  and  other  matters  relating  to  the  year  ended  June 
30,  1946,  included  in  this  report  for  comparative  purposes,  were  obtained  from 
the  report  of  other  independent  accountants  covering  their  examination  of 
the  accounts  of  that  year. 

In  addition  to  the  cash  balances  reflected  in  the  general  accounts  of  the 
School  Department,  certain  employees  handle  reecipts  and  disbursements 
for  school  cafeterias,  milk  funds,  and  student  body  organizations.  As  to  these 
funds  we  reviewed  the  internal  accounting  controls  and  made  tests  of  the 
transactions. 

STATEMENT  OF  REVENUE  AND  EXPENDITURES 


In  the  following  summary  the  revenues  and  expenditures  during  the  two 
years  ended  June  30,  1947  and  1946,  are  compared  (cents  omitted): 


Year  Ended  June  30 

Increase 

Revenue: 

1947 

1946 

Decrease* 

Property  taxes  and  penalties 
Received  through  the  State  of 

$10,527,399 

$ 9,552,788 

$ 974,611 

California 

4,793,880 

4,703,676 

568,300 

90,204 

577,523 

Other  sources  

1,145,823 

Total  revenue 

$16,467,102 

$14,824,764 

$1,642,338 

Less,  transferred  to  special 

accumulative  building  fund 

$ 1,000,000 

$1,000,000" 

Revenue,  current  purposes 

$16,467,102 

$13,824,764 

$2,642,338 

Expenditures,  except  for  capital 

outlay 

$16,096,416 

$13,362,076 

$2,734,340 

Balance  of  revenue 

$ 370,686 

$ 462,688 

$ 92,002’ 

Expenditures  for  capital  outlay,  net 

of  revenue  from  sales  of  land,  etc. 

$ 90,603 

$ 442,755 

$ 352,152’ 

Revenue  in  excess  of 

expenditures 

$ 280,083 

$ 19,933 

$ 260,160 
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The  revenues  of  the  School  Department  are  represented  by  cash  received 
except  in  the  case  of  secured  property  taxes  which  are  reflected  in  surplus 
on  the  accrual  basis.  The  accrued  but  uncollected  secured  property  taxes 
included  in  surplus  were  $115,054.93  at  June  30,  1947,  and  $117,840.89  at 
June  30,  1946.  Expenditures  are  recorded  on  the  accrual  basis. 


Revenue  from  property  taxes  and  penalties  was  verified  by  examinations 
of  cash  transfer  vouchers  from  the  Controller’s  office  during  the  year  under 
review.  Revenue  received  in  that  period  through  the  State  of  California  for 
elementary  and  high  schools  represents  apportionments  of  state  funds  and 
was  verified  by  reference  to  the  publication  by  the  California  Department 
of  Education  on  the  apportionment  of  state  school  funds.  We  also  reviewed 
the  accounting  procedures  by  which  these  apportionments  were  made  suffi- 
ciently to  satisfy  ourselves  as  to  their  general  reasonableness. 


Following  is  a comparison  of  the  revenue  from  other  sources  during  the 
past  two  years : 


Year  Ended  June  30 


Reimbursements  for  vocational 
training : 

1947 

1946 

Decrease* 

Under  Veterans’  Program 

...$ 

340,213.04 

$ 11,718.95 

$328,494.09 

Maritime  Commission  . 

Civil  Aeronautics,  etc. 

Federal  and  state 

15,148.53 

31,882.08 

34,010.57 

16,733.55* 

34,010.57* 

apportionments  

80,076.83 

30,980.88 

49,095.95 

Totals 

San  Francisco  Housing  Authority 

-? 

435,438.40 

$108,592.48 

$326,845.92 

in  lieu  of  taxes 

-$ 

183,073.42 

$183,073.42 

Rents  received  

412,146.69 

$389,428.35 

22,718.34 

Tuitions  from  other  counties  ... 

106,740.47 

64,389.11 

42,351.36 

Other  receipts 

8,423.54 

5,890.29 

2,533.25 

Totals 

...$1,145,822,52 

$568,300.23 

$577,522.29 

The  expenditures  of  the  School  Department  have  been  subjected  to  compre- 
hensive audit  by  the  Controller  with  respect  to  legality,  authorization,  and 
existence  of  the  liability.  We  reviewed  the  methods  and  procedures  employed 
by  the  School  Department  in  authorizing  and  recording  expenditures  and 
made  tests  to  satisfy  ourselves  that  they  were  supported  by  approved  war- 
rants, invoices,  purchase  orders,  pay  rolls,  and  other  documents.  Our  exami- 
nation of  the  distribution  of  expenditures  to  the  departmental  and  objective 
classifications  was  limited  to  the  procedures  necessary  for  the  preparation  of 
the  statements  included  in  this  report. 


PROPRIETARY  BALANCE  SHEET 

Fixed  Capital  Properties:  The  properties  of  the  School  Department  are 
shown  in  the  accompanying  balance  sheet  at  the  amounts  appearing  in  the 
accounts  of  the  Controller.  We  understand  these  amounts  mainly  reflect 
appraised  values  as  determined  by  the  Real  Estate  Department  of  the  City 
and  County  of  San  Francisco  together  with  recent  acquisitions  at  cost. 

In  accordance  with  the  established  policy  of  the  City  and  County  of  San 
Francisco  no  provision  has  been  made  for  depreciation  of  the  properties  of 
the  School  Department. 

Although  the  general  accounts  of  the  School  Department  do  not  reflect 
the  accumulated  cost  or  other  values  of  these  properties,  a memorandum 
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property  record  is  maintained  of  the  costs  of  the  individual  properties.  This 
record  is  not  in  agreement  with  the  accounts  of  the  Controller,  principally 
because  the  latter  include  the  appraised  values  previously  mentioned,  and 
the  School  Department’s  classification  of  expenditures  for  capital  outlay  is 
based  on  the  accounting  manual  relating  thereto  issued  by  the  California 
State  Department  of  Education  which  is  not  always  in  accord  with  the  classi- 
fication used  by  the  Controller. 

We  reviewed  the  property  records  of  the  School  Department  sufficiently 
to  satisfy  ourselves  that  the  additions  of  $1,179,939.49  to  these  accounts 
during  the  year  ended  June  30,  1947,  were  properly  chargeable  thereto.  Of 
these  additions,  $530,711.48  was  for  land  and  buildings  at  Twenty-First  and 
Harrison  Streets  which  was  purchased  out  of  the  Special  Accumulative 
Building  Fund.  Retirements  from  which  revenue  of  $558,175.00  was  received 
were  recorded  during  the  year.  These  changes  are  reconciled  with  the  net 
capital  outlay  of  $854,544.82  shown  by  the  records  of  the  Controller,  as 
follows : 

Per  School  Department  records: 

Capital  outlay $1,179,939.49 

Less: 

Revenue  from  retirements $558,175.00 

Recovery  from  wind  and  fire  damage 449.95 

Equipment  discarded,  destroyed,  etc. 6,068.74  564,693.69 


Excess  of  capital  outlay $ 615,245.80 

Add: 

Excess  of  revenue  from  sales  of  real  estate 

over  Controller’s  book  value  therefor  $ 251,541.35 

Excess  of  equipment  and  other  retirements, 
net,  on  School  Department  books  over 

those  on  Controller’s  records 11,422.44 

Total  $ 878,209.59 


Deduct: 

Revisions  of  prior  year’s  entries  on  Controller’s 

records  for  Blocks  810,  4334,  and  318,  net  $ 19,970.35 
Buildings  and  improvement  expenditures 

not  on  Controller’s  records  3,694.42  23,664.77 

Net  capital  outlay,  per 

Controller’s  records  $ 854,544.82 


Cash:  The  cash  on  deposit  with  the  city  treasurer  and  in  transit,  as  shown 
by  the  records  of  the  School  Department,  was  reconciled  with  the  amounts 
shown  by  the  records  of  the  Controller  which  recoi’ds  were  examined  by  other 
accountants.  Following  is  a summary  of  the  balances  of  cash,  by  funds,  as 
shown  by  the  records  of  the  School  Department  and  by  the  records  of  the 
Controller: 
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Fund 

Current  funds : 

San  Francisco  Unified 

School  District  account 

Bond  interest  funds : 

5 per  cent  bonds  of  1908 

4%  per  cent  bonds  of  1918  ... 

5 per  cent  bonds  of  1923 

1 % bonds  of  1938 „ 

Bond  redemption  fund: 

5 per  cent  bonds  of  1923 

..$2,631,097.00 

Oumandmg 

$1,251,856.85 

100.00 

112.50 

10,425.00 

218.75 

9,000.00 

$3,882,953.85 

100.00 

112.50 

10,425.00 

218.75 

9,000.00 

Total  current  funds 

$2,631,097.00 

$1,271,713.10 

$3,902,810.10 

Special  and  trust  funds: 

Accumulative  Building  Fund  ... 

. $ 469,288.52 

$ 469,288.52 

Child  Care  Center  Fund — state 

22,277.67 

$ 56,082.12 

78,359.79 

School  Teachers’ 

Sabbatical  Leave 

16,741.45 

723.25 

17,464.70 

School  Teachers’ 

Permanent  (Retirement)  ...  . 
School  Teachers’  Annuity 

34,184.16 

87,231.30 

121,415.46 

6,409.97 

11,905.79 

18,315.76 

U.  S.  Tax  withheld 

from  employees  

5,000.00 

268,192.12 

273,192.12 

Sales  tax  

.24 

.24* 

Total  special  and 

trust  funds  

$ 553,902.01 

$ 424,134.34 

$ 978,036.35 

Total — all  funds 

.$3,184,999.01 

$1,695,847.44 

$4,880,846.45 

""Denotes  deduction. 


The  warrants  outstanding,  etc.,  shown  in  the  foregoing  summary  as  con- 
stituting the  differences  between  the  balances  shown  in  the  records  of  the 
School  Department  and  in  the  records  of  the  Controller,  may  be  summarized 
as  follows: 

Warrants  outstanding: 

Current  funds  $1,240,175.42 

Special  and  trust  funds... 150,127.92  $1,390,303.34 


Matured  bonds  not  paid  by  treasurer.. 9,000.00 

Matured  coupons  not  paid  by  treasurer 10,856.25 

Expenditures  recorded  by  School  Department  but  not  by 
Controller  at  June  30,  1947 : 

Payment  of  tax  withheld  from  employees.. 268,185.72 

Pay  rolls  and  pay  roll  deductions  5,720.42 

Transfer  of  funds  to  School  Department  recorded  by 

Controller  but  not  by  School  Department  at  June  30,  1947 11,722.80 

Other  items,  net 58.91 


Total $1,695,847.44 


The  revolving  funds  of  $750.00  were  verified  by  counts  of  cash  on  hand  and 
confirmations  of  balances  on  deposit  with  banks.  We  made  a test  examination 
of  vouchers  in  support  of  disbursements  from  these  funds  and  found  them  in 
order. 
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Accounts  Receivable:  Following  is  a summary  of  the  accounts  receivable 
as  of  June  30,  1947: 

Uncollected  taxes,  penalties  and  costs: 

Secured : 


Taxes,  year  ended  June  30,  1947  $ 72,409.20 

Taxes,  prior  years  38,833.03 

Penalties  and  costs  3,812.70  $115,054.93 


Unsecured : 

Taxes,  year  ended  June  30,  1947  $ 30,678.82 

Taxes,  prior  years — — 179,019.62 


$209,698.44 

Less,  reserve  for  unsecured  taxes 209,698.44 


Secured  taxes  and  penalties  ... $115,054.93 

Other  accounts  receivable: 

Subventions  for  vocational  training  under 

U.  S.  Veterans’  Program $539,319.90 

Tuitions  due  from  other  California  counties 136,118.62 

Salary  repayments  billed  to  teachers 2,584.40 

Supplies,  etc.,  advanced  for  cafeteria  account 5,501.17 

Rents  and  other  receivables 794.34  684,318.43 


Total  ■ $799,373.36 


The  uncollected  taxes  were  determined  to  be  in  agreement  with  the  records 
of  the  Controller.  Of  the  amount  shown  as  receivable  from  subventions  for 
vocational  training  under  the  U.  S.  Veterans’  Program  $261,400  has  been  col- 
lected and  we  have  been  informed  by  the  Veterans  Administration  that  the 
remainder  is  in  process  of  settlement. 

The  School  Department  furnishes  instruction  to  students  from  other  coun- 
ties and  bills  the  counties  for  the  tuition.  Such  tuition  was  approximately 
$136,000  for  the  year  ended  June  30,  1947,  and,  although  not  recorded  on  the 
books  of  the  School  Department  at  the  latter  date,  has  been  included  in  this 
report. 

The  School  Department  has  continued  the  policy  of  billing  teachers  for 
salary  overpayments  made  prior  to  June  30,  1931,  only  in  the  instances  when 
such  teachers  apply  for  leaves  of  absence,  retirement,  or  resign.  At  June 
30,  1947,  there  remained  uncollected  $1,539.01  from  billings  made  to  teachers 
prior  to  that  date  for  such  overpayments.  We  understand  there  are  presently 
undetermined  amounts  to  become  collectible  in  future  years  from  such  over- 
payments to  teachers  who  are  now  employed.  These  amounts  will  become 
due  when  the  respective  teachers  apply  for  leaves  of  absence,  resign,  or  retire. 
We  recommend  that  these  amounts  be  determined  and  incorporated  in  the 
general  accounts  of  the  School  Department. 

The  School  Department  has  followed  the  practice  of  not  taking  accounts 
receivable  into  revenue  until  the  collections  are  received  except  in  the  case 
of  secured  property  taxes.  Therefore  when  the  accounts  receivable  are  re- 
corded they  are  offset  by  reserves  of  an  equal  amount.  At  June  30,  1947,  such 
accounts  receivable  totaled  $684,318.43,  and  the  anticipated  income  therefrom 
is  shown  in  the  annexed  balance  sheet  as  a deferred  credit  of  that  amount. 

Inventories,  Deferred  Charges,  etc.:  Stores  inventory  represents  the  cost 
of  supplies  on  hand  in  general  stock  at  June  30,  1947,  as  shown  by  the  general 
ledger  of  the  School  Department.  It  does  not  include  supplies  distributed  to 
schools  prior  to  that  date  but  not  used.  Physical  inventories  of  the  general 
stock  were  taken,  priced,  and  extended  by  employees  of  the  School  Department 
in  part  as  of  April  19,  1947,  and  the  remainder  as  of  June  30,  1947.  The  general 
ledger  balance  of  the  inventory  account  was  increased  by  $14,667.66  to  cor- 
respond with  these  physical  inventories.  We  made  sufficient  tests  of  the 
pricing,  extensions,  and  footings  of  the  physical  inventories  to  satisfy  our- 
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selves  as  to  their  substantial  accuracy.  We  also  made  test  counts  of  the  quan- 
tities on  hand  during  the  course  of  our  examination  and  reconciled  them  with 
the  quantities  on  hand  at  that  time  as  shown  by  the  perpetual  inventory 
records.  Further,  we  tested  the  transactions  recorded  in  the  general  ledger 
between  the  date  of  the  physical  inventories  and  June  30,  1947,  sufficiently 
to  satisfy  ourselves  as  to  the  substantial  accuracy  of  the  June  30,  1947,  bal- 
ance. The  inventory  is  estimated  to  include  approximately  $10,000  of  obsolete, 
slow  moving,  damaged  or  unusable  stock.  The  methods  and  procedures  used 
in  accounting  for  the  stores  are  in  the  process  of  revisions  which  are  expected 
to  result  in  prompter  and  more  accurate  recording  of  the  transactions. 

The  following  insurance  was  carried  at  June  30, 1947,  according  to  informa- 
tion furnished  us  by  insurance  brokers: 


Fire  and  extended  coverage: 

School  Department  property $44,498,000 

Ridgepoint  and  Candlestick  Cove  Schools 209,200 

Federally-owned  Child  Care  Centers 115,800 

Automobiles : 

Bodily  injury  liability*  100/200,000 

Property  damage*  , 100,000 

Fire  and  theft  (cash  value) 

(“Including  nonownership) 

Boiler  ...  15,000 

Commercial  blanket  fidelity  bond,  including  Child  Care 

Center  and  cafeteria  employees,  coverage  on  each  loss 25,000 

Additional  fidelity  bond  coverage  on  the  chief  of  the 
division  of  budgets,  and  on  the  coordinator  of  home 

economics  and  cafeterias,  each 5,000 

Dishonesty,  disappearance,  and  destruction 5,000 

Child  Care  Centers: 

Bodily  injury  50,000/1,000,000 

Property  damage 1,000 


We  understand  the  School  Department  has  no  general  public  liability  insur- 
ance coverage  and  that  it  is  presently  liable  as  a result  of  injury  claims,  as 
commented  upon  in  a later  paragraph  under  contingent  liabilities. 

Bonded  Debt:  Following  is  a summary  of  the  school  bonds  outstanding  at 
June  30,  1947,  as  shown  by  the  records  of  the  Controller: 


Principal  Outstanding 


Year  Due  Due 

of  Interest  Within  After 

Issue  Rate  Total  Matured  One  Year  One  Year 

1923  5%  $6,009,000.00  $9,000.00  $300,000.00  $5,700,000.00 

1938  1%%  129,000.00  64,000.00  65,000.00 

1938  1%%  431,000.00  216,000.00  215,000.00 

Totals $6,569,000.00  $9,000.00  $580,000.00  $5,980,000.00 


Bonds  in  the  principal  amount  of  $593,000.00  were  redeemed  during  the 
year  ended  June  30,  1947. 

Bond  Interest  Payable:  At  June  30,  1947,  interest  coupons  totaling 
$10,856.25  had  matured  but  had  not  been  presented  by  the  holders  for  pay- 
ment, and  interest  of  $100,762.93  had  accrued  between  the  last  coupon  dates 
and  June  30,  1947,  on  outstanding  unmatured  bonds.  The  liabilities  for  these 
amounts  of  interest  are  not  reflected  on  the  books  of  the  School  Department 
but  are  included  in  the  accompanying  balance  sheet.  In  accordance  with  the 
practice  established  in  prior  years  the  interest  accrued  between  the  last 
coupon  dates  and  the  end  of  the  year  ($100,762.93)  has  been  treated  as  a 
deferred  charge. 
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Accounts  Payable:  Warrants  are  reflected  in  the  records  of  the  School 
Department  as  though  they  had  been  paid  by  the  city  treasurer  immediately 
upon  issuance.  In  this  report  the  warrants  issued  but  not  paid  by  the  city 
treasurer  at  June  30,  1947,  as  evidenced  by  the  records  of  the  Controller, 
have  been  shown  as  warrants  outstanding. 

The  accounts  payable  to  trade  creditors  represent  materials  and  services 
the  costs  of  which  are  applicable  to  the  period  prior  to  June  30,  1947,  but 
for  which  warrants  had  not  been  issued  at  that  date. 

Purchase  orders,  uncompleted  contracts,  and  other  commitments  and  en- 
cumbrances for  materials  and  services,  issued  prior  to  June  30,  1947,  but 
applicable  to  the  period  after  that  date,  have  been  included  in  the  accompany- 
ing balance  sheet  in  the  amount  of  $962,924.90.  This  entire  amount  has  been 
treated  as  a deferred  charge,  in  accordance  with  past  practice. 

Interfund  Accounts  Payable:  The  interfund  accounts  payable  were  recon- 
ciled with  the  corresponding  balances  shown  by  the  records  of  the  Controller’s 
office.  There  are  included  in  this  liability  work  orders  issued  to  other  depart- 
ments of  the  city  totaling  $290,243.40  for  work  performed  or  to  be  performed 
for  the  School  Department  by  the  other  departments.  We  were  unable  to 
obtain  an  independent  confirmation  of  the  liability  of  $599,583.94  to  the 
Employees’  Retirement  System  because  their  records  do  not  yet  contain  the 
June  30,  1947  balances. 

Special  and  Trust  Funds:  The  balances  of  these  funds  as  shown  in  the 
accompanying  balance  sheet  were  reconciled  with  the  amounts  thereof  in  the 
records  of  the  Controller. 

Contingent  Liabilities:  The  legal  adviser  of  the  School  Department  in- 
formed us  as  follows  regarding  contingent  liabilities  as  of  June  30,  1947 : 

“Personal  Injury  Suits — We  have  a number  of  lawsuits  filed 
against  the  district  for  personal  injuries  to  students.  The  total 
asked  for  amounts  to  several  hundred  thousand  dollars ; however, 

I would  place  our  possible  liability  somewhere  between  fifty  and 
seventy-five  thousand  dollars.  I also  desire  to  call  your  attention 
to  the  fact  that  since  June  30,  1947,  the  Board  has  authorized 
the  payment  of  $40,000  in  the  case  of  Maryann  Bailiff.  This  case 
involved  a suit  for  personal  injury  of  a student.” 

The  School  Department  does  not  carry  insurance  of  a type  to  cover  bodily 
injuries  of  students  except  at  Child  Care  Centers. 

Capital  Surplus:  This  is  represented  by  the  amount  of  fixed  capital  proper- 
ties less  bonded  debt  due  after  June  30,  1947,  as  follows: 


Fixed  capital  properties  $53,238,163.59 

Less,  bonded  debt  due  after  June  30,  1947 6,560,000.00 

Capital  surplus,  June  30,  1947  $46,678,163.59 


We  wish  to  express  our  appreciation  of  the  co-operation  extended  to  us  by 
the  accounting  staff  of  the  School  Department  and  by  the  Controller  during 
our  examination. 

Very  truly  yours, 


LYBRAND,  ROSS  BROS.  & MONTGOMERY 


’SaS^Saanau--*  .sas 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 
SCHOOL  DEPARTMENT 
(A  Unified  School  District) 

STATEMENTS  OF  SURPLUS 
For  the  Year  ended  June  30,  1947 

CURRENT  SURPLUS 

Balance,  July  1,  1946  $ 1,550,910.45 

Add: 

Excess  of  revenue  over  expenditures  during  the  fiscal  year 
ended  June  30,  1947,  details  annexed  (after  including  in 

expenditures  net  capital  outlay  of  $90,603.06) 280,082.94 

Commitments  for  other  departments  to  perform  services 
for  the  School  Department  charged  direct  to  surplus, 

June  30,  1946.  Reversed 376,175.94 

Total... $ 2,207.169.33 

Deduct: 

Reserve  created  for  prior  years’  salary  warrants $ 621.51 

Decrease  in  secured  taxes 
and  penalties: 

Balance  June  30,  1946  ...  $117,840.89 

Balance  June  30,  1947 115,054.93  2,785.96 

Total 3,407.47 

Balance,  June  30,  1947  $ 2,203,761.86 


CAPITAL  SURPLUS 

Balance,  July  1,  1946  $45,243,618.77 

Add: 

Bonded  debt  matured  during  the  fiscal  year  ended 

June  30,  1947 580,000.00 

Capital  outlay  from  current  revenue,  net,  per  annexed 

statement  of  revenue  and  expenditures 90,603.06 

Capital  outlay  from  special  accumulative  building  fund 530,711.48 

Excess  of  proceeds  from  retirements  of  real  estate  over 
controller’s  book  values  therefor,  net  of  other  differ- 
ences between  additions  and  retirements  on  controller’s 
records  and  those  of  School  Department 233,230.28 

Balance,  June  30,  1947 $46,678,163.59 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 
SCHOOL  DEPARTMENT 
(A  Unified  School  District) 

STATEMENT  OF  REVENUE  AND  EXPENDITURES 
For  the  Years  ended  June  30,  1947  and  1946 


Revenue,  details  annexed 


Expenditures,  details  annexed: 
Operating  expenditures: 

Administration  .. 

Instruction — salaries  

Instruction — supplies  

Operation  

Maintenance  

Auxiliary  services  

Fixed  charges  

Community  services  

Transfers  to  other  districts 


Fiscal  Year  Ended  June  30 
1947  1946 

$16,467,101.60  $13,824,764.18 


$ 454,163.02 

. 11,562,110.08 
567,942.06 
1,373,828.58 
847,503.14 
198,597.93 
873,205.22 
217,044.17 
2,021.40 


$ 440,767.56 

9,543,534.63 
397,543.20 
1,105,445.44 

824.167.25 
160,935.30 
777,448.93 

109.075.25 
3,158.81 


Total  operating  expenditures  . . .....  $16,096,415.60  $13,362,076.37 


Balance — excess  of  revenue  over 

operating  expenditures  $ 370,686.00  $ 462,687.81 

Capital  outlay: 

Total  capital  expenditures $ 1,179,939.49  $ 515,117.54 

Less,  expended  from  special 
accumulative  building  fund 530,711.48 


Capital  outlay  from  current  funds  ... 

649,228.01 

515,117.54 

Less: 

Sales  of  land  and  buildings 

Recovery  from  wind  and  fire  damage 

558,175.00 

449.95 

70,200.00 

2,162.92 

Total  . $ 

558,624.95  $ 

72,362.92 

Net  capital  outlay  from 

current  funds  $ 

90,603.06  $ 

442,754.62 

Balance — net  excess  of  revenues $ 280,082.94  $ 19,933.19 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 
SCHOOL  DEPARTMENT 
(A  Unified  School  District) 
DETAILS  OF  REVENUE 
For  the  Years  ended  June  30,  1947  and  1946 


Property  taxes  and  penalties 

Received  through  State  of  California: 

Elementary  schools  

High  schools  

Apportionment  of  retirement  subventions 

Total  through 

State  of  California 

Other  sources: 

San  Francisco  Housing  Authority 

in  lieu  of  taxes 

Apportionment  of  federal  and  state 

vocational  education  funds 

Reimbursements  for : 

Civil  aeronautics  and  war  training 

vocational  instructions  

Maritime  vocational  training 

Vocational  training  under 
Veterans’  program  . . 

Tuitions  from  other  counties  

Rents  received  

Other  receipts  

Total  from  other  sources 

Total  revenues  

Less,  transferred  to  special 
accumulative  building  fund 


Fiscal  Year  E 

nded  June  30 

1947 

$10,527,398.79 

1946 

$ 9,552,787.75 

. 2,698,169.60 

2,697,702.00 

....  2,031,500.37 

1,948,670.71 

64,210.32 

57,303.49 

....  $ 4,793,880.29 

$ 4,703,676.20 

.$  183,073.42 

80,076.83 

$ 

30,980.88 

34,010.57 

15,148.53 

31,882.08 

340,213.04 

11,718.95 

106,740.47 

64,389.11 

412,146.69 

389,428.35 

8,423.54 

5,890.29 

. $ 1,145,822.52 

$ 

568,300.23 

. $16,467,101.60 

81 4.824.764.18 

1,000,000.00 

Total  revenue  available  for 
educational  purposes  


$16,467,101.60  $13,824,764.18 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 
SCHOOL  DEPARTMENT 
(A  Unified  School  District) 
DETAILS  OF  EXPENDITURES 
For  the  Years  ended  June  30,  1947  and  1946 


Fiscal  Year  Ended  June  30 


Administration : 

Salaries  

Supplies  

Traveling  expenses  . 
Other  objects 


Instruction — salaries : 

Supervision  

Kindergarten  

Elementary — day  

Special  schools  

Junior  high  

Senior  high  

Adult  schools 

Trade  and  industrial  schools... 

Continuation  school  

Junior  college  


Instruction — supplies,  etc. : 

Kindergarten  supplies  

Educational  supplies  

Books  

Traveling  expenses  

Other  expenses  of  instruction... 


Operation : 


Gas  and  electricity 

Fuel  

Water  

Other  expenses  of  operation  . 


Maintenance: 

Repairs  to  buildings  and  grounds  .... 

Repairs  to  janitors’  equipment 

Repairs  to  educational  equipment .. 
Fire  damage  


1947 

1946 

-$ 

370,979.17 

$ 

291,929.41 

28,657.37 

18,227.99 

4,885.49 

3,887.30 

49,640.99 

126,722.86 

I 

454,163.02 

$ 

440,767.56 

209,321.00 

$ 

165,919.30 

352,594.79 

279,093.82 

4,251,811.78 

3,564,622.95 

237,518.86 

199,769.97 

1,944,881.99 

1,659,808.60 

2,793,216.12 

2,455,500.21 

294,902.48 

246,598.50 

289,648.88 

290,618.70 

195,292.15 

175,705.94 

992,922.03 

505,896.64 

$11,562,110.08 

$ 9,543,534.63 

-$ 

16,993.87 

$ 

5,189.96 

356,767.89 

242,961.09 

125,552.18 

110,313.19 

15,140.33 

8,128.66 

53,487.79 

30,950.30 

$ 

567,942.06 

$ 

397,543.20 

4 

925,984.30 

$ 

751,860.70 

s 

67,113.58 

48,122.93 

117,635.98 

103,496.47 

92,585.88 

70,207.65 

51,145.18 

44,089.65 

119,363.66 

87,668.04 

$ 

1,373,828.58 

$ 1,105,445.44 

..$ 

742,640.02 

$ 

732,585.59 

1,861.75 

2,190.35 

102,838.31 

88,386.85 

163.06 

1,004.46 

$ 

847,503.14 

$ 

824,167.25 

Carried  forward  $14,805,546.88  $12,311,458.08 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 
SCHOOL  DEPARTMENT 
(A  Unified  School  District) 
DETAILS  OF  EXPENDITURES  (Continued) 
For  the  Years  ended  June  30,  1947  and  1946 


Fiscal  Year  Ended  June  30 


1947 

1946 

Brought  forward 

S14.80S.S4fi.88 

SI  9.  311  458  08 

Auxiliary  services: 

Compulsory  education  . 

-$ 

98,507.74 

$ 

. 81,279.58 

Student  placement  services  

17,652.49 

14,020.42 

Transportation  of  children  

53,483.80 

42,643.20 

Cafeteria  supervision  

10,646.70 

Other  auxiliary  services  

18,307.20 

22,992.10 

$ 

198,597.93 

$ 

160,935.30 

Fixed  charges: 

Rents  - 

-$ 

7,803.31 

$ 

13,181.40 

Insurance  

29,641.61 

26,485.89 

Workmen’s  compensation  and 

and  accident  claims  

16,431.05 

18,841.55 

Teachers’  back  salary  adjustments 

516.73 

42.76* 

Contributions  to  retirement  system — City- 

784,890.92 

679,699.39 

Contributions  to  retirement  system — State 

37,740.00 

37,968.00 

Other  expenses  of  fixed  charges 

3,818.40* 

1,315.46 

$ 

873,205.22 

$ 

777,448.93 

Community  services: 

Elementary  and  junior  high 


vacation  schools  

...$  71,936.35 

$ 

64,319.45 

36,651.27 

8,104.53 

Veterans’  counseling  

114,055.91 

Civic  center  activities  

14,133.55 

Junior  college  dormitories  

16,918.36 
$ 217,044.17 

$ 

109,075.25 

Transfer  to  other  districts — tuition 

paid  to  other  counties  

2,021.40 

$ 

3,158.81 

Total  operating  expenditures 

...$16,096,415.60 

$13,362,076.37 

Capital  outlay  expenditures: 

For  land 

. $ 294,009.01 

$ 

353,475.69 

76,185.24 

For  buildings  and  improvements 

659,655.76 

For  equipment 

226,274.72 

85,456.61 

Total  

...$  1,179,939.49 

$ 

515,117.54 

Less,  expenditures  from  special 

accumulative  building  fund 

$ 530,711.48 

Capital  outlay  expenditures  from 

current  funds  

...$  649,228.01 

$ 

515,117.54 

Grand  total  of  expenditures... 

$16,745,643.61 

$13,877,193.91 

"Denotes  deduction. 


Employees’  Retirement  System 


Report  on  Examination  of  Accounts 


For  the  Fiscal  Year  Ended  June  30,  1946 


186 


James  O.  Sully 

CERTIFIED  PUBLIC  ACCOUNTANT 
251  Kearny  Street 
San  Francisco  8 


November  4,  1947. 

The  Honorable  Harry  D.  Ross, 

Controller,  City  and  County  of  San  Francisco, 

San  Francisco,  California. 

Dear  Sir: 

We  have  made  an  examination  of  the  balance  sheet  of  the  San  Francisco 
City  and  County  Employees’  Retirement  System  as  at  June  30,  1946,  and  the 
related  statement  of  revenues  and  expenditures  for  the  fiscal  year  ended  on 
that  date.  We  present  herewith  the  following  statements,  together  with  our 
comments  thereon: 

Exhibit  “A” — Balance  Sheet  as  at  June  30,  1946 
Exhibit  “B” — Statement  of  Revenues  and  Expenditures  for  the 
Fiscal  Year  Ended  June  30,  1946 
Schedule  “1” — Investment  Bonds  as  at  June  30,  1946 
SCOPE  OF  THE  EXAMINATION 

Our  examination  was  limited  to  the  verification  of  the  assets  and  liabilities 
as  of  June  30,  1946,  and  an  analytical  review  and  test-check  of  the  revenues 
and  expenses  for  the  fiscal  year  ended  at  that  date.  In  connection  therewith 
we  reviewed  the  system  of  internal  control,  and  the  accounting  procedures 
of  the  system  and,  without  making  a detailed  audit  of  the  transactions,  have 
examined  or  tested  accounting  records  and  other  supporting  evidence  by 
methods  and  to  the  extent  we  deemed  appropriate.  Our  examination  was 
made  in  accordance  with  generally  accepted  auditing  standards  applicable  in 
the  circumstances  and  included  all  procedures  which  we  consider  necessary. 

Mr.  David  F.  Supple,  Consultant  to  the  Grand  Jury,  participated  in  the 
examination. 

BALANCE  SHEET  COMMENTS 
Cash  on  Deposit  with  Treasurer — $834,236.79: 

This  balance  was  verified  as  of  June  30,  1946,  by  the  auditing  staff  of  the 
Controller’s  office.  The  report  on  this  verification  was  inspected  by  us  and 
we  ascertained  that  reconcilement  with  the  balance  as  reflected  in  the  records 
of  the  Retirement  System  was  established.  Warrants  unclaimed  or  refused  by 
payees  totaling  $41,898.93  have  been  included  in  the  above  cash  balance;  the 
contra  credit  arising  therefrom  is  shown  on  the  attached  balance  sheet  as 
“Contingent  Liability  for  Warrants  Unclaimed  or  Refused  by  Payee.” 
Accrued  Interest  on  Bonds — $192,576.20: 

This  amount  represents  the  interest  accrued  on  investment  bonds  from  the 
last  coupon  date  to  June  30,  1946,  and  has  been  verified  by  us. 

Investment  Bonds— Schedule  “1”— $46,300,291.54; 

These  securities  are  held  in  the  joint  custody  of  the  Controller  and  the 
Treasurer.  The  bonds  on  hand  as  of  June  30,  1946,  were  verified  by  inspection 
or  otherwise  accounted  for  by  us,  and  are  shown  in  detail  on  Schedule  No.  1 
attached  hereto.  The  proceeds  from  interest  coupons  maturing  during  the  fiscal 
year  were  properly  accounted  for  and  none  of  the  securities  held  in  the  Retire- 
ment Fund  were  in  default  as  to  principal  or  interest  as  of  June  30, 1946. 

All  investment  bonds  in  the  Retirement  Fund  are  of  the  character  legal 
for  insurance  companies  in  California,  as  provided  in  Section  159  of  the 
Charter. 

We  did  not  ascertain  the  market  value  of  the  bonds  at  June  30,  1946,  since 
the  bonds  are  purchased  for  investment  purposes  only. 

The  bonds  are  carried  at  amortized  values  as  the  premium  or  discount  at 
time  of  purchase  is  amortized  or  accumulated  from  date  of  purchase  to 
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maturity.  Our  examination  included  a comprehensive  test  of  the  annual 
amortization  of  bond  premium  and  discount  and  of  the  resultant  book  values 
of  the  bonds  at  June  30,  1946. 

On  March  13,  1944,  and  subsequent  thereto  profit  realized  from  certain 
sales  of  municipal  bonds  has  not  been  recorded  as  such  but  in  accordance 
with  resolutions  of  the  Retirement  Board,  approved  at  meetings  held  Febru- 
ary 23,  1944,  and  February  29,  1944,  the  excess  of  the  amount  received  from 
the  sale  of  these  bonds  over  the  value  at  which  they  were  carried  in  the 
Retirement  Fund  was  applied  to  reduce  the  cost  of  United  States  Treasury 
obligations  purchased.  The  effect  of  the  application  of  the  profit  realized  was 
to  increase  the  effective  yield  of  the  bonds  purchased.  The  Secretary-Actuary 
explains  that,  since  the  policy  of  the  Retirement  Board  is  not  to  trade  in 
securities,  but  to  purchase  for  investment  purposes  only,  this  procedure  was 
adopted  by  them  to  obviate  unusual  fluctuations  in  the  annual  interest  income 
and  stabilize  the  effective  yield  of  the  Retirement  Fund  investment  by 
amortizing  the  profit  realized  over  the  life  of  the  bonds  purchased. 

The  unamortized  balance  of  such  gains  amounted  to  $4,370,848.35-^t  June 
30,  1946,  and  is  shown  on  the  attached  balance  sheet  as  “Gains  on  Sales  of 
Municipal  Bonds.”  Consequently,  the  carrying  value  of  the  United  States 
Government  bonds,  on  the  basis  described  above,  is  greater  than  the  book 
value  shown  therefor  in  the  records  of  the  System,  by  the  above  amount  and 


is  the  result  of  the  following: 

July  1,  1945,  balance.......  __  $4,684,995.95 

Profits  realized  during  year  1945-46  None 


$4,684,995.95 


Less  portion  of  such  profit  amortized  during  the 
year  by  Retirement  System  and  included  in 
“Net  Interest  Earned” 314,147.60 


Balance  June  30,  1946 $4,370,848  35 


The  changes  in  the  carrying  value  of  the  investment  bonds  during  the 
fiscal  year  are  summarized  below: 

Balance  July  1,  1945 $43,480,664.40 

Add:  Purchases  ......  ...  6,022,625.00 


$49,503,289.40 


Deduct: 

Bonds  sold  (Unamortized  cost) $ 3,178,547.88 

Amortization  (Net)  24,449.98 


$ 3,202,997.86 

Balance  June  30,  1946  . ..  $46,300,291.54 


ACCOUNT  RECEIVABLE,  CITY  AND  COUNTY  OF 
SAN  FRANCISCO— $1,152,007.32: 

On  account  of  contributions 

other  than  uniformed  services $ 856,583.32 

On  account  of  Police 200,859.23 

Unclassified,  in  course  of  collection  ..  130,803.15 


Total $1,188,245.70 

Less: 

Taxes  receivable  allocated  to 

Rstirement  System  (Net) 36,238.38 


$1,152,007.32 


With  respect  to  the  foregoing  reference  is  made  herein  to  the  following 
Sections  of  the  Charter: 

Section  169,  Subdivision  (d) — Members  of  the  Fire  Department: 

“In  addition  to  the  other  contributions  required  of  the  City 
and  County  under  the  Retirement  System,  the  City  and  County 
shall  contribute  to  the  Retirement  System  during  each  fiscal 
year  a sum  which  shall  be  equal  to  the  liabilities  accruing  under 
the  Retirement  System  because  of  service  rendered  during  such 
year  by  persons  becoming  members  on  the  8th  day  of  January, 

1932,  under  this  section.  If,  subsequent  to  such  fiscal  year,  it 
shall  be  determined  that  such  contribution  by  the  City  and 
County  was  not  sufficient  to  meet  such  liability,  then  the  City 
and  County  shall  make  such  additional  contribution  as  may  be 
necessary  to  make  up  the  deficit.” 

Section  166,  Subdivision  (f) — Police  Department  Members: 

“In  addition  to  the  other  contributions  required  by  the  City 
and  County  under  the  Retirement  System,  the  City  and  County 
shall  contribute  to  the  Retirement  System  during  each  fiscal  year 
a sum  which,  together  with  the  members’  contributions  provided 
for  in  subdivision  (d)  of  this  section,  shall  be  equal  to  the  liabil- 
ities accruing  under  the  Retirement  System  because  of  the 
service  rendered  during  such  year  by  persons  becoming  members 
on  the  8th  day  of  January,  1932,  under  this  section.  If,  subsequent 
to  such  fiscal  year,  it  shall  be  determined  that  such  contribution 
by  the  City  and  County,  together  with  the  members’  contribu- 
tions, was  not  sufficient  to  meet  such  liability,  then  the  City  and 
County  shall  make  such  additional  contribution  as  may  be  neces- 
sary to  make  up  the  deficit.” 

In  order  to  compute  the  contributions  referred  to  in  the  above  Sections, 
the  Retirement  Board  established  a rate  of  6.36  per  cent  on  salaries  earned 
by  policemen,  and  19.16  per  cent  on  salaries  earned  by  firemen  who  did  not 
exercise  the  option  granted  by  the  Charter  of  becoming  miscellaneous  mem- 
bers as  specified  in  Sub-Sections  166  (h)  and  169  (f)  respectively. 

However,  it  has  been  the  policy  of  the  budget  officials  to  provide  funds 
annually  to  meet  the  estimated  disbursements  only  for  pensions  and  death 
benefits  payable  to  policemen  and  firemen,  rather  than  to  establish  actuarial 
reserves  to  meet  the  obligations  of  future  years. 

On  June  30,  1946,  pursuant  to  Ordinance  No.  4203,  effective  that  date, 
amending  Sec.  245,  Article  3,  Part  1,  of  the  Municipal  Code,  the  Retirement 
system  accounts  with  respect  to  these  “Old”  Firemen  and  Policemen  were 
adjusted  to  reflect  charges  to  the  City’s  account  for  benefits  paid  only.  The 
actuarial  reserves  and  related  accounts  were  accordingly  eliminated. 

Taxes  Receivable,  Less  Reserve — $36,238.38: 

The  Controller’s  accounts  reflect  an  allocation  to  the  Retirement  System  of 
prior  years  delinquent  taxes  and  penalties  on  real  and  personal  property 


as  follows: 

Real  Property  Taxes,  Secured $36,238.38 

Personal  Property  Taxes,  Unsecured  43,945.15 


$80,183.53 

Deduct:  Reserve  for  Unsecured 

Personal  Property  Taxes..  43,945.15 


$36,238.38 


Active  Members — Accumulated  Contributions — $32,628,623.34 : 

This  amount  represents  the  accumulated  contributions  together  with  inter- 
est thereon,  applicable  to  active  members  at  June  30,  1946,  and  is  made  up 
of  the  following  items: 
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Members 


Normal  contributions, 

Miscellaneous  members $14,530,405.87 

Additional  amounts  voluntar- 
ily contributed  by  members. 

Not  matched  by  City  and 

County  455,467.22 

Police  ......  ...  1,745,768.69 


City  and  County 

$14,530,405.87 


1,366,575.69 


Combined 


$29,060,811.74 


455,467.22 

3,112,344.38 


$16,731,641.78  $15,896,981.56  $32,628,623.34 

The  items  enumerated  in  the  above  tabulation  are: 

Normal  Contributions — Miscellaneous  Members — $29,060,811.74: 

Of  this  amount  $14,530,405.87  represents  contributions  made  by  miscel- 
laneous members  at  varying  rates,  as  determined  in  accordance  with  the 
provisions  of  Ordinance  4.073,  plus  interest  compounded  at  June  30th  of 
each  year. 

In  accordance  with  Section  163  of  the  Charter,  the  City  and  County  con- 
tributes an  amount  equal  to  the  normal  contributions  of  the  miscellaneous 
members.  The  amount  of  $14,530,405.87  shown  above  represents  the  accumu- 
lated contributions  of  the  City  and  County  in  conformity  therewith. 
Additional  Contributions — Miscellaneous  Members — $455,467.22: 

Under  Section  164  of  the  Charter,  members  are  permitted  to  make  con- 
tributions in  addition  to  their  normal  contributions  as  fixed  by  the  Retirement 
Board.  No  liability,  however,  attaches  to  the  City  and  County  for  matching 
these  additional  contributions. 

Police  Contributions — $3,1 1 2,344.38 : 

This  amount  represents  contributions  made  under  special  charter  provi- 
sions relative  to  “old”  policemen  who  did  not  exercise  the  option  to  become 
“miscellaneous”  members. 


Retired  Members  and  Beneficiaries  of  Deceased  Members — Current  Service 
(Stated  on  the  basis  of  present  values) — $7,296,314.14: 


Members 

City  and  County 

Service  Retirements: 

Miscellaneous  members  

Firemen  ..  _ 

$2,137,522.66 

15.54 

$2,146,546.37 

Policemen 

386,991.55 

177,211.29 

$2,524,529.75 

$2,323,757.66 

$4,848,287.41 

Disability  Retirements: 

Miscellaneous  members  

Firemen  .. . 

$ 543,824.79 

2,923.13 

$1,042,716.79 

26,533.32 

435,662.97 

Policemen  

105,857.68 

$ 652,605.60 

$1,504,913.08 

2,157,518.68 

Death  Allowances: 

Firemen  

Policemen  

.......  $ 239.96 

56,234.61 

$ 24,011.54 

210,021.94 

$ 56,474.57 

$ 234,033.48 

290,508.05 

Totals 

$3,233,609.92 

$4,062,704.22 

$7,296,314.14 

Service  retirements  and  death  allowances  represent  the  value  of  retirement 
allowances  for  current  service  pensions  and  annuities  as  of  the  dates  of  retire- 
ment of  members,  increased  by  annual  interest  credits  computed  on  the 
undistributed  portion  to  June  30,  1946,  and  decreased  by  the  monthly  allow- 
ances paid  up  to  that  date.  Disability  retirement  pensions  and  annuities 
granted  to  firemen  and  policemen  who  did  not  elect  to  become  miscellaneous 
members  are  stated  on  a similar  basis.  Disability  pensions  granted  to  miscel- 
laneous members,  including  policemen  of  that  status,  are,  however,  stated  at 
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the  present  value  of  such  pensions  calculated  as  of  June  30,  1946.  The  present 
value  of  these  pensions  was  $874,382.41  in  excess  of  the  residue  of  City  and 
County  contributions  transferred  at  the  time  of  retirement. 

Since  the  principle  upon  which  the  computations  and  accounts  of  the 
Retirement  System  is  based  is  that  of  average  experience,  the  amounts  of 
monthly  benefits  paid  retired  members  or  beneficiaries  of  deceased  members 
have  been  predicated  upon  average  experience  tables.  It  is  evident  that  only 
in  very  exceptional  cases  will  persons  live  the  exact  period  of  their  average 
life  expectancy.  Persons  whose  span  of  life  is  shorter  than  average  will  not 
receive  in  benefits  the  full  amount  of  accumulated  contributions  which  had 
been  made  by  or  for  them  and  there  will  remain  an  unused  balance  in  their 
accounts.  On  the  other  hand,  persons  who  outlive  their  expectancy  will  receive 
more  than  was  contributed  and  their  accounts  will  have  a deficit. 

Members  have  the  option  at  time  of  retirement  to  elect: 

(1)  To  receive  smaller  annuities  and  at  time  of  death  have  any  unused 
balance  of  their  own  contributions  paid  over  to  beneficiaries  with  varying 
provisions  which  are  set  forth  in  what  are  known  as  Options  1,  2,  and  3. 

(2)  To  rec  ive  annuities  based  on  the  provision  that  unused  contributions 
if  any  shall  be  retained  by  the  Retirement  System  in  its  reserve. 

Death  Benefits  Left  on  Deposit — By  Benefiiciaries  of 

Deceased  Members — $38,390.04: 

Beneficiaries  to  whom  lump  sum  death  benefits  are  payable  may  leave  such 
benefits  or  portions  thereof  on  deposit  with  the  Retirement  System  and 
receive  the  amount  with  interest  thereon,  in  monthly  installments.  The  above 
amount  represents  the  balances  standing  to  the  credit  of  such  beneficiaries. 
Warrants  Unclaimed  or  Refused  by  Payee — Contingent  Liability — $41,898.93: 

These  warrants  have  been  cancelled  on  the  records  of  the  Controller  and 
the  amounts  returned  to  Retirement  Fund  Cash. 


Excess  of  Revenues  From  Investments  and  From  Interest  Charged  on  City 
Debit  Balances,  Over  Interest  Credited  on  Contributions — $5,871,751.96: 


Section  211  of  the  Municipal  Code  provides  that  the  Retirement  Board 
shall  credit  contributions  held  in  the  Retirement  Fund  with  interest  at  the 
rate  of  4 per  cent  per  annum,  subject  to  revision  in  the  light  of  earnings. 
The  Board,  however,  may  at  the  end  of  each  fiscal  year  credit  such  additional 
interest  as  it  may  deem  proper;  provided  that  the  interest  so  credited  shall 
not  exceed  the  earnings  during  such  year.  On  June  7,  1944,  the  Board  au- 
thorized a reduction  in  interest  from  the  rate  of  3Vz  per  cent  then  prevailing 
to  3 per  cent,  effective  July  1,  1944. 

The  above  $5,871,751.96  is  the  accumulation  of  earnings  on  investments 
over  and  above  interest  credited  on  contributions.  The  composition  is  as 
follows: 


Current  Fiscal  Accumulated  to 
Year  July  1,  1945 


Amount  recorded  July  1,  1945,  as 
net  interest  earned  . 

Interest  earned  on  investments 
(less  amortization  of  premi- 
ums and  discounts)  $1,335,546.20 

Profit  on  bond  sales,  recorded  as 

such  175,672.99 

Applied  in  reduction  of  book 
values  of  subsequent  pur- 
chases. Restored  to  profit  314,147.60* 

Interest  charged  on  City  debit 
balances  219,566.39 


$1,184,407.87 


4,684,995.95 


$1,184,407.87 

1,335,546.20 

175,672.99 

4,370,848.35 

219,566.39 


Total  $1,416,637.98  $5,869,403.82  $7,286,041.80 

Deduct  current  year’s  interest 

credited  on  contributions ..  1,414,289.84  1,414,289.84 


Net  Undistributed 

Interest  and  Gains  $ 2,348.14  $5,869,403.82  $5,871,751.96 
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Accumulation  of  Net  Annual  Adjustment  of  Differences  Between  Members’ 
Cards  and  Controls  Per  Ledger — $6,794.78: 

The  above  amount  represents  the  net  total,  since  the  inception  of  the 
Retirement  Fund,  by  which  the  sum  of  the  balances  shown  on  members’  cards 
have  been  less  than  the  related  totals  appearing  on  the  ledger. 

City  and  County  Matching  Contributions  Released  by  Withdrawals 
of  Members— $2,501,686.19: 

This  amount  comprised  the  following: 


General  City  and  County..  $2,763,053.99 

Municipal  Railway  467,630.51 

Water  Department  .. 120,511.77 

Hetch  Hetchy  Power  Division 24,872.33 


$3,376,068.60 

Less:  Excess  of  present  value  of  disability  retire- 
ment allowances  for  current  service  as  calculated 
at  June  30,  1946,  over  residue  of  City  and  County 
Contributions  tranferred  at  time  of  retirement 874,382.41 


$2,501,686.19 

Section  164  of  the  Charter  provides  that  the  City  and  County  shall  con- 
tribute an  amount  equal  to  the  normal  contributions  of  members.  It  contains 
no  specific  provision  as  to  what  shall  be  done  with  such  of  these  matching 
contributions  as  are  released  by  withdrawal  of  members.  (When  members 
leave  City  employment  their  own  contributions  only  are  refunded  to  them.) 

The  Retirement  System  construes  Section  211  (c)  4 and  Section  243  of  the 
Municipal  Code  as  between  them  giving  implied  authority  under  which  it 
retains  these  matching  contributions  released  by  withdrawals.  These  amounts 
so  retained  by  the  System,  we  are  informed,  are  being  accumulated  to  provide 
a reserve  to  meet  the  City  and  County’s  anticipated  prior  service  obligations. 
Excess  of  Death  Benefits  Allowed  Over  Released 

Matching  Contributions — $1 27,997.58 : 

Death  benefits  to  beneficiaries  of  deceased  miscellaneous  members  are 


paid  on  the  following  bases : 

Beneficiaries  of  Active  Members 6 months’  pay 

Beneficiaries  of  Retired  Members ......  $500.00 


Amounts  paid  to  beneficiaries  of  active  members  are  provided  by  City’s 
matching  contributions  applicable  thereto. 

REVENUES 

The  following  comments  relate  to  specific  items  of  revenue  as  set  forth 
on  Exhibit  “B”: 

CURRENT  SERVICE: 

Employees’  contributions  ...  $1,927,165.20 


City  and  County  contributions 2,651,987.25  $4,579,152.45 


The  composition  of  the  above  amounts  is  as  follows : 

Employees’ 

Contributions 

Normal  contributions  of  Miscellaneous 

Members  $1 .61 9.596.1  7 

City  and  County 
Contributions 

$1,619,596.17 

Additional  contributions 

84,239.76 

Redeposits  of  contributions  previously 
withdrawn  

8,197.28 

Firemen  

382,842.31 

Policemen  

215,131.99 

649,548.77 

$1,927,165.20 

$2,651,987.25 
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These  contributions  are  on  account  of  active  members.  Membership  in  the 
Retirement  System  is  classified  as: 

Miscellaneous  members,  whose  normal  monthly  contributions  are  based 
on  age  and  sex  and  are  matched  by  equal  contributions  from  the  general 
funds  of  the  City. 

Prior  Service  Contributions  by  City  and  County — $1,768,829.27: 

The  above  amount  was  received  from  the  City  and  County  in  reimbursement 
of  the  prior  service  portions  of  allowances  and  benefits  paid  and  includes: 

Miscellaneous  $ 494,402.89 

Firemen  861,412.55 

Policemen  413,013.83 


$1,768,829.27 


Increases  During  Year  in  Credit  Balances  bv  Interest 
Allowed  Thereon  at  3%—  $1,414,289.84: 

This  amount  is  in  addition  to  credits  arising  from  contributions.  Interest 
is  allowed  on  credit  balances  and  charged  on  debit  balances.  On  June  7,  1944, 
the  Retirement  Board  authorized  a reduction  in  the  “Interest  Guarantee” 
rate  from  3%%  to  3%  to  become  effective  July  1,  1944. 

Revenues  From  Investments  and  Net  Interest  Earned — $2,348.14: 

The  amount  of  $316,495.74  recorded  by  the  Retirement  System  as  net  in- 
terest earned,  has  been  reduced  by  us  in  the  sum  of  $314,147.60  which  repre- 
sents the  amortization  of  a portion  of  the  profits  realized  in  prior  years  from 
the  sale  of  Municipal  bonds  as  commented  upon  under  “Investment  Bonds.” 
The  balance  of  $2,348.14  represents  the  net  interest  revenue  applicable  to 
the  current  fiscal  year. 

The  net  operating  revenue  for  the  fiscal  year  ended  June  30,  1946,  as  set 
forth  in  detail  on  Exhibit  “B”  was  $3,930,757.54.  The  adjustment  of  the 
Retirement  System’s  accounts  with  respect  to  “Old”  Firemen  and  Policemen, 
pursuant  to  the  provisions  of  Ordinance  No.  4203,  heretofore  referred  to, 
while  applicable  to  prior  years  has  been  charged  against  operations  for  the 
current  year,  resulting  in  a deficit  of  $3,294,185.20.  In  this  connection  reference 
is  also  made  to  the  following  condensed  comparative  balance  sheet  which  sets 
forth  the  changes  in  assets  and  liabilities  during  the  period  under  review. 
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COMPARATIVE  BALANCE  SHEET 


JUNE  30,  1946  AND  1945 


ASSETS 


Cash  on  deposit  with  Treasurer..?  834,236.79 


Accrued  interest  on  bonds 192,576.20 

Investment  bonds  46,300,291.54 

Due  from  City  Funds 1,152,007.32 

Taxes  receivable,  less  reserve 36,238.38 


$ 735,148.67 

206,653.63 
43,480,664.40 
7,356,881.35 
30,187.38 


$ 99,088.12 

14,077.43* 
2,819,627.14 
6,204,874.03* 
6,051.00 


$48,515,350.23  $51,809,535.43  $3,294,185.20* 


LIABILITIES  (Contributions) 


Active  Members: 

Accumulated  contributions 

of  members  

Accumulated  contributions 

of  City  and  County 

Retired  members  and  benefi- 
ciaries of  deceased  members : 

Members’  credits  

City’s  credits  


$16,731,641.78 

15,896,981.56 

3,313,898.89 

4,062,704.22 


$15,778,123.98  $ 953,517.80 
18,578,753.64  2,681,772.08* 

2,848,585.86  465,313.03 

6,636,439.79  2,573,735.57* 


Total  Liabilities — 

Contributions  $40,005,226.45  $43,841,903.27  $3,836,676.82* 


OTHER  ACCUMULATED  REVENUES  AND  CREDITS 


Excess  of  revenues  from  invest- 
ments and  interest  charged 
on  City  debit  balances  over 
interest  credited  on  contribu- 
tions : 

Amounts  recorded  as  interest 

and  gains  $ 

Gains  on  bond  sales,  recorded 
in  reduction  of  bond  values, 

restored  to  income 

Accumulation  of  net  annual  ad- 
justments of  differences  be- 
tween contribution  ledger 

cards  and  controls 

City  and  County  matching  con- 
tributions released  by  with- 
drawals   

Unallocated  funds  retained  in 
reserves  under  Ordinance 

Number  4203  

Unapplied  credits  


1,500,903.61 

$ 1,184,407.87  $ 

1 316,495.74 

4,370,848.35 

4,684,995.95 

314,147.60’ 

6,794.78 

4,765.30 

2,029.48 

2,501,686.19 

2,248,965.24 

252,720.95 

257,888.43 

9,124.57 

257,888.43 

9,124.57’ 

Total  Other  Revenues 

and  Credits  8,638,121.36 

Deduct  aggregate  of  death  bene- 
fits allowed  over  and  above 
funds  assigned  thereto 127,997.58 


8,132,258.93  505,862.43 

164,626.77  36,629.19* 


Net  other  revenues  and 

Credits  8,510,123.78  7,967,632.16  542,491.62 


.$48,515,350.23  $51,809,535.43  $3,294,185.20* 


Total 
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Compensation  Insurance: 

All  departments  of  the  City  and  County  are  self-insured  within  the  terms 
of  the  Workmen’s  Compensation  Insurance  and  Safety  Law  of  the  State  of 
California,  as  they  affect  the  benefits  provided  for  or  payable  to  or  on  account 
of  officers  and  employees,  including  teachers  of  the  City  and  County,  such 
benefit  provisions  being  administered  exclusively  by  the  Retirement  Board 
pursuant  to  the  provisions  of  Section  172  of  the  Charter. 

Section  172  further  provides  that  benefits  under  such  risks  as  may  be 
assumed  by  the  City  and  County  shall  be  paid  by  the  Retirement  System, 
and  an  amount  equal  to  the  total  of  such  benefits,  as  determined  by  the 
actuary  for  any  fiscal  year,  including  the  deficit  brought  forward  from  previ- 
ous years,  shall  be  paid  during  such  fiscal  year  to  the  Retirement  System 
by  the  City  and  County. 

All  demands  made  by  the  Retirement  System  during  the  year  under  review 
on  account  of  compensation  expenditures  were  met  by  the  City  and  County; 
however,  the  payments  received  have  reimbursed  the  Retirement  System  for 
actual  disbursements  only,  making  no  provision  for  compensation  awards  and 
claims  pending  as  of  June  30,  1946,  estimated  by  the  Retirement  System 
at  $293,364.91. 

We  wish  to  express  our  appreciation  of  the  cooperation  and  uniform 
courtesy  extended  to  us  by  the  officials  and  staff  of  the  Retirement  System 
and  the  Controller’s  office. 

In  our  opinion  the  accompanying  Balance  Sheet  and  Statement  of  Revenues 
and  Expenditures  together  with  the  foregoing  comments  present  fairly  the 
financial  condition  of  the  San  Francisco  City  and  County  Employees’  Retire- 
ment System  at  June  30,  1946,  and  the  results  of  its  operations  for  the  fiscal 
year  then  ended,  in  conformity  with  generally  accepted  accounting  principles 
and  practices  consistently  applied. 


Respectfully  submitted, 

JAMES  0.  SULLY 
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EXHIBIT  “A” 

SAN  FRANCISCO  CITY  AND  COUNTY 
EMPLOYEES’  RETIREMENT  SYSTEM 
Balance  Sheet  as  at  June  30,  1946 


ASSETS 


Cash  on  Deposit  with  Treasurer  $ 834,236.79 

Accrued  Interest  on  Bonds 192,576.20 

Investment  Bonds — Schedule  “1”  46,300,291.54 

Accounts  Receivable — City  and  County  of  San  Francisco 1,152,007.32 

Taxes  Receivable,  Less  Reserve 36,238.38 


$48,515,350.23 


LIABILITIES 

Members  City  and  County 

Active  Members — accumulated 

contributions  $16,731,641.78  $15,896,981.56  $32,628,623.34 


Retired  members  and  benefici- 
aries of  deceased  members 
— Current  service  (stated 
on  the  basis  of  present 
values) : 

Service  retirements 2,524,529.75  2,323,757.66 

Disability  retirements  652,605.60  1,504,913.08 

Death  allowances  56,474.57  234,033.48 


$ 3,233,609.92  $ 4,062,704.22  $ 7,296,314.14 


Death  benefits  left  on  deposit  by  beneficiaries  of  deceased 


members  : 38,390.04 

Warrants  unclaimed  or  refused  by  payee — contingent  liability.—  41,898.93 


Total  liabilities  on  account  of  contributions  applicable 
to  active  members,  retired  members,  and  bene- 
ficiaries of  deceased  members $40,005,226.45 
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EXHIBIT  “A” 

SAN  FRANCISCO  CITY  AND  COUNTY 
EMPLOYEES’  RETIREMENT  SYSTEM 
Balance  Sheet  as  at  June  30,  1946  (Contined) 


ACCUMULATED  REVENUES  AND  CREDITS 


Revenues  from  investments  in 
excess  of  amounts  allowed 
on  contributions: 

Amounts  recorded  as  interest 

and  gains  $1,500,903.61 

Gains  on  sales  of  municipal 

bonds  (see  comments) 4,370,848.35  $5,871,751.96 


Accumulation  of  net  annual  adjustments  of 
differences  between  members’  ledger  cards 

and  controls  

City  and  County  matching  contributions  re- 
leased by  withdrawals  of  members 

Unallocated  funds  retained  by  the  retire- 
ment system  as  a reserve  against  the 
obligation  of  the  City  and  County  on  ac- 
count of  benefits  that  have  been  granted 
and  on  account  of  prior  service  of  mem- 
bers, as  provided  in  Ordinance  No.  4203 
effective  June  30,  1946 


6,794.78 

2,501,686.19 


Deduct: 

Excess  of  death  benefits  allowed  over 
released  matching  contributions 


8,638,121.36 

127,997.58  $ 8,510,123.78 


$48,515,350:23 


NOTE:  The  above  balance  sheet  does  not  include  the  liability  to  retired  mem- 
bers, or  to  active  members  of  the  Retirement  System  for  retirement 
allowances  granted,  or  to  be  granted,  on  account  of  prior  service; 
that  is,  service  in  City  and  County  employment  before  becoming 
members  of  the  Retirement  System.  Section  43  of  Ordinance  4.073 
provides  that  all  allowances  paid  on  account  of  prior  services  shall 
be  reimbursed  to  the  Retirement  Fund  by  the  City  and  County. 


197 


EXHIBIT  “B” 

SAN  FRANCISCO  CITY  AND  COUNTY 
EMPLOYEES’  RETIREMENT  SYSTEM 
Statement  of  Revenues  and  Expenditures 
For  the  Fiscal  Year  Ended  June  30,  1946 


REVENUES: 

Current  Service : 

Employees’  contributions  $1,927,165.20 

City  and  County  contributions 2,651,987.25 


Prior  service  contributions  by  City  and  County.., 
Increases  during  year  in  credit  balances  pertain- 
ing to  active  and  to  retired  members  by  in- 
terest allowed  at  3%  thereon.  (See  contra 

under  “Net  Interest  Earned”) 

Revenues  from  investments  and  net  interest 
earned:  (Deficit) 

Amounts  recorded  as  interest  and  gains 


from  investments  $1,511,219.19 

Interest  charged  on  City  debit  balances 219,566.39 

$1,730,785.58 

Less  interest  allowed  on  credit  balances 

(see  above)  .....  1,414,289.84 

Amount  recorded  as  net  interest  revenue $ 316,495.74 

Less : Portion  of  prior  years’  profits  on  secur- 
ity sales,  credited  deferred  income  and  “ac- 
cumulated” on  interest  earnings  of  current 
fiscal  year  314,147.60 


Death  benefits  left  on  deposit  by  beneficiaries  of 

deceased  members  

Warrants  unclaimed  or  refused  by  payee  and 

cancelled  by  Controller 

Reimbursements  received  from  City  and  County: 
For  compensation  insurance  costs  . 

For  administrative  expenses 

For  property — 460  McAllister  Street 


$4,579,152.45 

1,768,829.27 


1,414,289.84 


2,348.14 

9,152.45 

4,359.47 

270,791.54 

77,103.24 

49,525.00 


$8,175,551.40 
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EXHIBIT  “B” 


SAN  FRANCISCO  CITY  AND  COUNTY 
EMPLOYEES’  RETIREMENT  SYSTEM 
Statement  of  Revenues  and  Expenditures 
For  the  Fiscal  Year  Ended  June  30,  1946  (Continued) 

EXPENDITURES: 

Mis( 


Service  retirement 

allowances  

Disability  retire- 
ment allowances 
Death  allowances 
Death  benefits  to 
members’ 

beneficiaries  

Death  benefits  to 
retired  members 
beneficiaries  


Charges  to  Death  Benefit  account  by  net 

interest  on  deficit  $ 3,585.89 

Monthly  installments  paid  from  death 

benefits  left  on  deposit 10,670.16 

Police  $2.00  contributions  prior  to  January 

8,  1932,  paid  or  transferred  on  retirement 55,670.50 

Compensation  insurance  costs 
(reimbursed  above) : 

Benefits  and  medical  costs $ 284,007.32 

Less:  Subrogation  collections 13,215.78  270,791.54 


Members 

rif£men 

Police 

$ 388,539.04 

$ 16,769.70 

$ 

14,854.77 

$ 420,163.51 

961,226.02 

787,202.99 

234,822.11 

1,983,251.12 

...  265,992.19 

159,289.46 

166,422.11 

189,765.99 

138,530.66 

615,047.64 

304,952.77 

. 334,760.75 

6,056.69 

28,589.09 

369,406.53 

75,001.39 

500.00 

75,501.39 

$1,636,980.35 

$1,119,471.25 

r 

591,707.85 

$3,348,159.45 

$2,025,519.39 

$1,136,240.95 

$ 

606,562.62 

$3,768,322.96 

Administrative  expenses  (reimbursed  above) 77,103.24 

Property — 460  McAllister  Street, 

San  Francisco  (reimbursed  above)  49,525.00 

Unapplied  credits,  June  30,  1945,  liquidated 
during  fiscal  year  1945-46  9,124.57 


$4,244,793.86 


Net  revenues  before  elimination  of  acturial 
reserves  carried  with  respect  to  “old”  non- 
contributing firemen  and  police  under  sec- 
tions 166  and  169  of  Charter,  which  elimina- 
tion was  made  pursuant  to  Ordinance  No. 
4203,  effective  June  30,  1946,  amending 
Section  245,  Article  3,  Part  1 of  Municipal  Code  . 

Less:  an  amount  equal  to  accounts  eliminated 
under  Ordinance  No.  4203  above  referred  to 


3,930,757.54 

7,224,942.74 


Net  decrease  as  shown  on 

Comparative  Balance  Sheet  $3,294,185.20* 
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SCHEDULE  NO.  1 

SAN  FRANCISCO  CITY  AND  COUNTY 
EMPLOYEES’  RETIREMENT  SYSTEM 
Investment  Bonds — June  30,  1946 


Government,  State,  Municipal  and  Other  Political 
Subdivisions : 

Par  Value 


United  States  Government $41,819,000.00 

City  of  New  York 2,405,000.00 

Stockton  Port  District.  . 127,000.00 

Los  Angeles  Flood  Control  District 44,000.00 

City  of  Richmond 23,000.00 

City  of  San  Mateo  23,000.00 

Other  California  Municipalities,  School 

District,  etc.  51,537.50 


$41,890,704.50 

2,674,157.93 

131,256.27 

56,666.93 

23,961.20 

24,619.35 

52,801.43 


$44,492,537.50  $44,854,167.61 


Railroads: 

Southern  Pacific  Railroad  Company 373,100.00  371,018.15 

Union  Pacific  Railroad  Company 59,000.00  58,723.20 

$ 432,100.00  $ 429,741.35 


Public  Utilities: 

San  Joaquin  Light  and  Power  Company $ 

Southern  California  Edison  Company 

Southern  California  Gas  Company 

Southern  Counties  Gas  Company 


422.000. 00  $ 

244.000. 00 

186.000. 00 
138,000.00 


443,519.63 

252,930.26 

182,759.48 

137,173.21 


$ 990,000.00  $ 1,016,382.58 


$45,914,637.50  $46,300,291.54 
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of  the 

Controller 

of  the 

City  and  County  of  San  Francisco 

For  the  Fiscal  Year  Ended  June  30,  1948 


H.  L.  TREGANOWEN 
Printing 

200  Davis  Street,  San  Francisco 
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City  and  County  of  San  Francisco 
OFFICE  OF  THE  CONTROLLER 


October  26,  1948 


To  His  Honor,  the  Mayor,  and  The  Honorable  Board  of  Supervisors, 

City  and  County  of  San  Francisco. 

Gentlemen : 

The  annual  report  of  the  Controller  for  the  fiscal  year  ended  June  30,  1948, 
is  submitted  herewith,  as  provided  by  section  65  of  the  Charter. 

The  accounts  of  the  Controller  were  audited  by  John  F.  Forbes  & Company 
by  direction  of  the  Board  of  Supervisors,  in  accordance  with  provisions  of 
section  68  of  the  Charter. 

As  prescribed  by  section  66  of  the  Charter,  audits  of  the  various  depart- 
ments of  the  City  and  County  were  made  by  the  Controller’s  Audit  Staffs. 
Included  herein  are  the  following  audit  reports: 

Office  of  the  Treasurer,  by  Controller’s  General  Audit  Staff. 

San  Francisco  Airport,  by  Controller’s  Utilities  Audit  Staff. 

Statistical  schedules  and  charts  were  prepared  by  the  Controller’s  Division 
of  Accounts  and  Reports. 

By  direction  of  the  Controller,  the  following  audits  reported  herein  were 
performed  by  the  accounting  firms  indicated : 

San  Francisco  Water  Department,  by  Skinner  & Hammond. 

Hetch  Hetchy  Water  Supply  and  Power  Project,  by  Barrow,  Wade,  Guthrie 
& Co. 

Municipal  Railway,  by  McLaren,  Goode  & Co. 

San  Francisco  School  Department,  by  Lybrand,  Ross  Bros,  and  Montgomery. 

The  audit  of  the  Retirement  System  for  the  fiscal  year  ending  June  30, 
1947,  by  Joseph  Froggatt  & Co.  Inc.,  was  presented  too  late  for  publication 
in  last  year’s  report  and  is  therefore  included  in  this  report.  The  audit  of  the 
Retirement  System  for  the  fiscal  year  ending  June  30,  1948,  has  not  been 
completed  because  the  department  records  are  in  arrears.  The  system’s  ac- 
counting is  now  being  mechanized  which  should  result  in  its  accounts  being 
maintained  more  currently. 


Respectfully  submitted, 

H.  D.  ROSS, 

Controller. 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 

PERCENTAGES  OF  TAX  DELINQUENCY 

FOR  FISCAL  YEARS  ENDING 

% 

1933 

5.4 

1934 

1933 

1937 

1938 

1939 

1945 

1946 

1947 

1948 
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H D ROSS,  CONTROLLER 

CITY  AND  COUNTY  OF  SAN  FRANCISCO 

TAX  YIELD 
Fiscal  Year  1948-49 
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raxes  on  Property  Assessed  by  City  & County : 

Real  Estate,  Improvements,  and  Secured 
Personal  Property : 

Real  Estate  and  Improvements $ 759,570,124 

Tangible  Personal  Property 7,052,890 

Less  Veterans’  and  Welfare  Exemptions..  37,269,790 


Solvent  Credits .'. „. 

Total : 

Unsecured  Personal  Property  (Collected) : 


Unsecured  Personal  Property  (Uncol- 
lected) : 

Tangible  Personal  Property 


Solvent  Credits 

Total 

Total  Assessed  by  City 


raxes  on  Property  Assessed  by  State  Board 
of  Equalization: 

Real  Estate  and  Improvements 

Tangible  Personal  Property 

Solvent  Credits 

Total  Assessed  by  State  Board 
of  Equalization 


729,353,224 

8,097,591 

$44,417,756.06 

8,096.65 

..  737,450,815 

44,425,852.71 

..  104,096,643 

1,880,945 

102,215,698 
..  313,133,900 

5,741,878.84 

313,140.86 

..  415,349,598 

6,055,019.70 

72,157,480 

289,605 

71,867,875 

75,659,108 

4,038,957.17 

75,660.51 

..  147,526,983 

4,114,617.68 

..  1,300,327,396 

54,595,490.09 

60,951,400) 

35,695,010) 

33,209,320 

5,885,766.62 

33,209.32 

..  129,855,730 

5,918,975.94 

..$1,430,183,126 

TOTAL  TAX  YIELD. 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 
STATEMENT  OF  BONDING  CAPACITY 
At  June  30, 1948 

Maximum  Limit : 

12%  of  1948-49  Assessment  Roll  ($1,430,183,126) $171,621,975 

Bonded  Debt  Not  Matured  June  30,  1948: 

Total  $137,025,000 

Exempt  from  12%  Limit  (a) 79,672,000  57,353,000 


Limit  of  Future  Bond  Sales  (Subject  to  12%  Limit) $114,268,975 

Unissued  (Unsold)  Bonds  June  30,  1948: 

Total 

1944  Juvenile  Home  and  Court $ 1,100,000 

1945  Airport 2,500,000 

1947  Munic.  Railway  Rehabilitation..  13,500,000 
1947  Market  St.  Railway  Refinancing  250,000 

1947  Street  Improvement 19,850,000 

1947  Off-Street  Parking 5,000,000 

1947  Hetch  Hetchy  Water 17,500,000 

1947  Recreation 12,000,000 

1948  Sewage  Treatment 15,000,000 

1948  Juvenile  Court  & Detent.  Home..  2,750,000 


Total $89,450,000 


(a)  Section  104  of  the  Charter  provides  that  the  bonded  debt  shall  not  exceed 
12%  of  the  assessed  value  of  all  real  and  personal  property  in  the  City 
and  County,  subject  to  the  City  and  County  taxes,  exclusive  of  bonds 
issued  for  the  following  purposes: 

For  water  supply,  storage,  or  distribution  purposes. 

For  financing  public  improvements,  the  cost  of  which  is  to  be  assessed 
against  private  property  benefited  thereby.  (To  date  no  such  bonds  have 
been  issued.) 


12 % Limit 
$ 1,100,000 

2.500.000 

13.500.000 
250,000 

19.850.000 
5,000,000 

12,000,000 

15,000,000 

2.750.000 


$17,500,000  $71,950,000 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 

AVERAGE  NET  INTEREST  COST 


SOLD  DURING  FISCAL  YEARS  ENDING 


% ' 1933  1934  1935  I 


1 1945  1946  1947  I 


BONDS  SOLD 


TAX  ANTICIPATION  NOTES 

■M  J I 


H.  D.  ROSS,  CONTROLLER 


COUNTY  OF  SAN  FRANCISCO 


BOND  INTEREST  AND  REDEMPTION 
FUNDING  STATEMENT 


SOURCE  OF  REVENUES: 


$ 4,945,754.00  $ 4,885,809.00  $ 4,435.701.00  $,  5,233.117.00  $ 5,( 

280,000.00  700.000.00  

265,000.00  250,000.00  275,000.00  220,000.00  143,000.00 


.00  $ 4,695,174.00  $ 4,542,'J92.00  $ 4,807,305.00  $ 4,017,95 

88,200.00  88,200.00  88,200.00  88,20 

516,25 

29,726.00  12,  *596.00  


4,895,505.00  4,622,40 


Hetch  Hetchy  Power 
Municipal  Railway 

Capital  Improvement  Fun 

Taxes  (via  Utility) 

Surplus 


4.825.820.00  5,851,517.00  5,070,389.00 

2.148.690.00  1,971,398.00  2,087,213.00 

152,500.00  147,500.00  142,500.00 


)2, 892.00  6,210,245.00 

52.590.00  1,330,378.00 

57.500.00  132,500.00 


Total  Budgeted  Requirem 


8.801.368.00  8,618,890.00  8,713,513.00  8,528,135.00  8,342,758.00  8,157,380.00  8.522.688.00  8,700,495.00  11.134.849.00 

14.411.177.00  $14,077,591.00  $14,206,63 513.862,044.00  $13,155,858.00  $12,800,j)68.00  $13,418,193.00  $13,322,900.00  $16 


Office  of  the  Controller 

Report  on  Examination  of  Accounts 
For  the  Fiscal  Year  Ended  June  30,  1948 
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John  F.  Forbes  & Company 

CERTIFIED  PUBLIC  ACCOUNTANTS 
Crocker  Building 
San  Francisco  4 


October  27,  1948. 

The  Honorable  Board  of  Supervisors, 

City  and  County  of  San  Francisco, 

San  Francisco,  California. 

Dear  Sirs: 

Pursuant  to  your  Resolution  7678,  adopted  July  6,  1948,  we  have  made  an 
examination  of  the  books,  accounts,  records  and  transactions  of  the  Controller 
of  the  City  and  County  of  San  Francisco  for  the  fiscal  year  ended  June  30, 
1948,  and  submit  the  following  exhibits  and  schedules: 

Exhibit 

A— Combined  Proprietary  Balance  Sheet — All  Funds,  June  30,  1948. 

B — Revenues,  Expenditures  and  Encumbrances,  and  Current  Surplus — 
General  City  and  County,  Fiscal  Years  Ended  June  30,  1948  and 

1947,  and  Comparison. 

Schedule 

1 —  Revenues  from  General  City  and  County  Services,  Fiscal 

Years  Ended  June  30,  1948  and  1947,  and  Comparison. 

2 —  General  City  and  County  Departmental  Expenses,  Fiscal 

Years  Ended  June  30,  1948  and  1947,  and  Comparison. 

C — Capital  Surplus  — General  City  and  County,  Fiscal  Year  Ended 
June  30,  1948. 

D — Proprietary  Balance  Sheet — Public  Service  Enterprises,  June  30, 

1948. 

E — Revenues,  Expenses  and  Surplus — Public  Service  Enterprises,  Fiscal 
Year  Ended  June  30,  1948. 

F— Summary  of  Properties  and  Fixed  Capital,  June  30,  1948. 

G — Bonded  Indebtedness,  June  30,  1948. 

H — Bond  Redemption  Schedule  Based  on  Bonds  Outstanding,  June  30, 
1948. 

I — Bonds  Authorized  and  Sold,  Fiscal  Year  Ended  June  30,  1948. 

J — Combined  Funds  Balance  Sheet — All  Funds,  June  30,  1948. 

K — Funds  Balance  Sheet — General  City  and  County  Current  Funds, 
June  30,  1948. 

L — Funds  Balance  Sheet  — General  City  and  County  Capital  Funds, 
June  30,  1948. 

M — Funds  Balance  Sheet — Trust  and  Assessment  Funds,  June  30,  1948. 
N- — Funds  Balance  Sheet — Public  Service  Enterprises,  June  30,  1948. 

O — Reconciliation  of  Combined  Proprietary  and  Funds  Balance  Sheets, 
June  30,  1948. 

We  also  present  the  following  comments : 

SCOPE  OF  EXAMINATION 

In  accordance  with  the  terms  of  our  engagement  as  set  forth  in  the  afore- 
mentioned Resolution  7678,  our  examination  was  limited  to  the  books,  ac- 
counts, records  and  transactions  of  the  Controller.  In  connection  therewith, 
we  reviewed  the  system  of  internal  control  and  the  accounting  procedures 
relating  to  revenues,  appropriations,  encumbrances  and  expenditures,  and, 
without  making  a detailed  audit  of  the  transactions,  have  examined  or  tested 
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accounting  records  and  other  supporting  evidence  by  methods  and  to  the 
extent  we  deemed  appropriate.  Our  examination  was  made  in  accordance 
with  generally  accepted  auditing  standards  applicable  in  the  circumstances 
and  included  those  procedures  which  we  considered  necessary  after  taking 
into  consideration  the  examinations  made  by  other  independent  certified 
public  accountants  - and  the  Controller’s  General  Audit  and  Utilities  Audit 
Divisions,  except  that  taxes  and  penalties  receivable  were  verified  to  the 
extent  hereinafter  enumerated,  but  were  not  confirmed  by  direct  communi- 
cation with  the  taxpayers. 

The  accounts  of  the  San  Francisco  Water  Department,  Municipal  Railway, 
Hetch  Hetchy  Water  Supply  and  Power  Project,  School  Department  (San 
Francisco  Unified  School  District)  and  the  San  Francisco  City  and  County 
Employees’  Retirement  System  are  examined  by  other  independent  certified 
public  accountants.  Cash,  securities  and  accounts  of  the  Treasurer’s  office 
as  at  June  30,  1948,  are  examined  by  the  General  Audit  Division  of  the  Con- 
troller’s office.  The  accounts  of  the  San  Francisco  Airport  and  the  Public  Util- 
ities Commission  are  examined  by  the  Utilities  Audit  Division  of  the  Con- 
troller’s office. 

Section  66  of  the  Charter  provides  for  audit  by  the  Controller  of  the  ac- 
counts of  all  boards,  officers  and  employees  of  the  City  and  County  of  San 
Francisco  charged  in  any  manner  with  the  custody,  collection  or  disburse- 
ment of  public  funds.  Pursuant  thereto,  a substantial  degree  of  internal 
check  is  maintained  with  regard  to  revenues  and  expenditures.  In  addition, 
field  audits  are  scheduled  by  either  the  General  Audit  or  Utilities  Audit 
Divisions,  respectively.  We  have  been  advised  that  due  to  insufficient  per- 
sonnel on  the  Controller’s  audit  staffs  this  field  audit  work  continues  to  be 
not  fully  up  to  date. 

The  figures  included  in  this  report  for  the  several  Public  Service  Enter- 
prises and  the  Treasurer’s  office  are  in  agreement  with  those  reported  to  us 
by  the  respective  auditors.  The  figures  for  the  School  Department  are  at 
variance  with  the  audit  report  for  that  Department,  due  principally  to  (1)  cer- 
tain revenues  being  accrued  on  the  Controller’s  records,  whereas,  on  the 
School  Department’s  books  these  accruals  are  not  treated  as  revenue  until 
the  amounts  are  collected,  and  (2)  certain  charges  covering  the  amounts 
due  trade  creditors  at  the  beginning  and  end  of  the  year  being  classified  by 
the  School  Department,  whereas,  on  the  Controller’s  records  such  amounts 
are  included  in  the  reserve  for  encumbrances  at  the  end  of  each  year  and  are 
charged  to  general  City  and  County  current  surplus  without  classification 
thereof. 

We  were  unable  to  make  a comparison  of  the  figures  shown  in  this  report 
for  the  Employees’  Retirement  System  with  the  audit  report  by  the  other 
independent  certified  public  accountants  for  the  fiscal  year  ended  June  30, 
1948,  as  it  had  not  been  completed  at  the  time  of  the  submission  of  our  report. 


REVENUES,  EXPENDITURES  AND  ENCUMBRANCES,  AND 
CURRENT  SURPLUS— GENERAL  CITY  AND  COUNTY 

We  made  an  analytical  review  and  test-check  of  the  recorded  General  City 
and  County  revenues  and  expenditures  for  the  fiscal  year  ended  June  30, 1948, 
but  did  not  make  a detailed  examination  of  the  transactions  for  the  period 
under  review. 

General  City  and  County  revenues,  expenditures  and  encumbrances,  and 
current  surplus  for  the  fiscal  years  ended  June  30,  1948  and  1947,  and  com- 
parison, are  shown  on  Exhibit  B and  Schedules  1 and  2 thereof.  A condensed 
summary  and  comparison  is  set  forth  below,  followed  by  comments  wherein 
all  figures  have  been  adjusted  to  even  dollars  when  making  comparisons 
with  the  preceding  year: 
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Fiscal  Year  Ended  June  30,  Increase 

Revenues:  1948  1947  Decrease* 

Property  taxes  and 

penalties  $51,429,241.75  $47,214,061.37  $ 4,215,180.38 

Retail  purchase  and  use  tax 

(effective  October  1,1947)  3,507,328.41  3,507,328.41 

Franchise  taxes  and 

licenses  1,331,661.71  1,314,284.17  17,377.54 

Subventions  of  the  State  of 
California  and  United 

States  Government 26,047,275.23  18,270,856.03  7,776,419.20 

General  City  and  County 

services  4,071,272.14  3,774,663.20  296,608.94 

Fines,  forfeits  and  penalties  1,294,335.59  1,349,743.20  55,407.61* 

Revenues  from  use  of 

money  and  property 462,385.57  418,859.56  43,526.01 

Revenues  from  Housing 

Authority  in  lieu  of  taxes  418,318.79  409,109.41  9,209.38 

Transferred  from  capital 

funds  6,500.00  94,200.00  87,700.00* 

Transferred  from  trust 

funds  7,985.50  7,985.50* 

Profit  on  sale  of  land  and 

improvements 251,541.35  251,541.35* 

Other  revenues 69,484.73  80,920.41  11,435.68* 

Total  revenues $88,637,803.92  $73,186,224.20  $15,451,579.72 

Expenditures  and  Encumbrances: 

Expenditures: 

General  City  and  County 

departmental  expenses..$68, 103, 337.33  $58,452,825.60  $ 9,650,512.23 

Bond  redemption  and 

interest  3,974,252.78  4,146,769.30  172,516.52* 

Pensions  and  compensa- 
tion insurance 7,519,358.77  4,457,047.00  3,062,311.77 

Contributions  to  Public 

Service  Enterprises 1,504,236.56  884,653.16  619,583.40 

Capital  additions  from 

revenues  2,986,764.38  2,733,964.71  252,799.67 

Contributions  to  Joint 

Highway  Districts 169,445.00  169,700.00  255.00* 

Transferred  to  capital 

funds  290,047.14  1,755,232.67  1,465,185.53* 

Miscellaneous,  net 52,634.82  158,761.25  106,126.43* 

Unallocated  expenditures 
on  work  orders  uncom- 
pleted at  end  of  year — 

Increase  compared 

with  preceding  year 64,214.20  897,484.04  833,269.84* 

Total  expenditures....$84, 664, 291.48  $73,656,437.73  $11,007,853.75 

Encumbrances  at  end  of 
year  — Increase  or  de- 
crease* compared  with 

preceding  year 418,807.47  282,659.56*  701,467.03 

Total  expenditures 

and  encumbrances....$85, 083, 098.95  $73,373,778.17  $11,709,320.78 
Net  increase  or  decrease*  in 
current  surplus  for  the 

year  $ 3,554,704.97  $ 187,553.97*  $ 3,742,258.94 

Current  surplus  from  preced- 
ing year 14,931.183.17  15,118,737.14  187,553.97* 

Current  surplus  at  end  of 

year  $18,485,888.14  $14,931,183.17  $ 3,554,704.97 
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REVENUES— GENERAL  CITY  AND  COUNTY 
REVENUE  PROM  PROPERTY  TAXES  AND  PENALTIES— 
$51,429,241.75 

Revenue  from  these  sources  was  verified  by  reference  to  the  original  tax 
assessment  rolls,  reassessment  rolls,  resolutions  of  the  Board  of  Supervisors 
and  other  supporting  records. 

This  revenue  increased  $4,215,180  as  compared  with  the  preceding  fiscal 
year  due  to  increases  in  the  tax  rate  and  in  assessed  valuation,  as  follows : 


cal  Yea 


1946-1947 


Inc 


1947-1948 

Assessed  Valuation: 

Tangible  property: 

• Secured $ 769,625,455 

Unsecured  ........... 145,900,961 

Total  .$  915,526,416  ' $ 861,415,248  $54,111,168 

Intangible  property 368,520,654  363,866,400  4,654,254 

Total  assessed  valuation..$l, 284, 047, 070  $1,225,281,648  $58,765,422 

Tax  Rates : 

Tangible  property: 

Secured 

Unsecured  

Intangible  property 

An  analysis  and  comparison  of  the  assessed  valuations  based  on  the  final 
assessment  rolls  of  the  City  and  County  Assessor,  without  adjustment  for 
reassessments  or  subsequent  cancellations,  is  set  forth  below: 


$5.62  ~ 
5.55  ’ 


$5.55 


$.07 


708,726,374 

6,746,376 

715,472,750 

34*944,045 

680,528,705 

145,900,961 


1947-1948 

Property  assessed  by  City  and 
County  Assessor: 

Tangible  property: 

Secured: 

Real  estate  and  improve- 
ments   $ 

Personal  property 

Total  $' 

Less  — Veterans’  exemp- 
tion   

Remainder  $ 

Unsecured  — Personal  prop- 
erty   . 

Total  tangible  prop- 
erty   .'....$  826,429,666 

Intangible  property  — Solvent 

credits  ( 10c  per  $100 ) $ 336,487,474 

Property  assessed  by  State 
Board  of  Equalization: 

Tangible  property: 

Real  estate  and  improve- 
ments   $ 

Personal  property..., 

Total 

Intangible  property  — Solvent 

credits  (10c  per  $100) $ 

Total  property  subject 
to  City  and  County 
taxes  !| 


cal  Year 


1946-1947 


Inc 


$ 682,408,261 

17,020,138 
$ 665,388,123 

110,943,045 
$ 776,331,168 
$ 301,861,190 


531,837,154 

1,227,335 

$33,064,489 

17,923,907 

$15,140,582 


$50,098,498 

$34,626,284 


55,133,810 

? 

53,028,260 

$ 2,105,550 

33,962,940 

32,055,820 

1,907,120 

.$ 

89,096,750 

$ 

85,084,080 

$ 4,012,670 

t 

.$ 

32,033,180 

5 

62,005,210 

$29,972,030* 

,284,047,070  $1,225,281,648  $58,765,422 
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Properties  assessed  by  the  State  Board  of  Equalization  are  described  under 
Section  14  of  Article  XIII  of  the  Constitution  of  the  State  of  California,  as 

follows : 

“All  pipe  lines,  flumes,  canals,  ditches  and  aqueducts  not  en- 
tirely within  the  limits  of  any  one  county,  and  all  property,  other 
than  franchise,  owned  or  used  by: 

(1)  Railroad  companies,  including  street  railways,  herein  defined 
to  include  interurban  railways,  whether  operating  in  one  or 
more  counties. 

(2)  Sleeping  car,  dining  car,  drawing  room  car  and  palace  car  com- 
panies, refrigerator,  oil,  stock,  fruit  and  other  carloading  and 
other  car  companies,  operating  upon  the  railroads  in  the  state. 

(3)  Companies  doing  express  business  on  any  railroad,  steamboat, 
vessel  or  stage  line  in  the  state. 

(41  Telegraph  and  telephone  companies. 

(5)  Companies  engaged  in  the  transmission  or  sale  of  gas  or  elec- 
tricity.” 

REVENUE  FROM  RETAIL  PURCHASE  AND  USE  TAX — 

$3,507,328.41 

In  accordance  with  the  provisions  of  Ordinance  No.  4537  (Series  of  1939), 
as  amended  by  Ordinance  No.  4604  (Series  of  1939),  the  retail  purchase  and 
use  tax  became  effective  on  October  1,  1947.  The  revenue  from  this  source 
during  the  fiscal  year  under  review  is  represented  by  the  following: 


Collections  $2,370,756.44 

Estimated  amount  receivable  at  June  30,  1948  (collections 

from  July  1 to  August  7,  1948,  inclusive) 1.136.571.97 

Total ..$3,507,328.41 


REVENUE  FROM  FRANCHISE  TAXES  AND  LICENSES— 

$1,331,661.71 

Revenue  from  these  sources  increased  $17,378  as  compared  with  the  pre- 
ceding fiscal  year.  There  is  set  forth  below  an  analysis  and  comparison  of 
revenue  from  franchise  taxes  and  licenses: 

Fiscal  Year  Ended  June  30.  Increase 
1948 

Franchise  taxes: 

The  Pacific  Telephone  and  Telegraph  Co...$  475,920 

California  Street  Cable  Railroad  Company  6,362 

American  District  Telegraph  Company 8,567 

Pacific  Gas  and  Electric  Company 221,989 

Total  franchise  taxes $ 712,838 

Licenses : 

Business $ 490,104 

Professional  and  occupational 46,069 

Vehicle 46,227 

Nonbusiness  36,424 

Total  licenses S 618,824 

Total  franchise  taxes 

and  licenses $1,331,662 


REVENUE  FROM  SUBVENTIONS  OF  THE  STATE  OF  CALIFORNIA 
AND  UNITED  STATES  GOVERNMENT— $26,047,275.23 
We  received  direct  confirmation  from  the  State  Controller  covering  all  pay- 
ments of  Federal  and  State  subventions  made  by  the  State  of  California  to 
the  City  and  County  of  San  Francisco  during  the  fiscal  year  ended  June  30, 
1918.  A comprehensive  and  extensive  test-check  of  payments  to  all  general 
city  and  county  departments  was  made  to  verify  their  receipt  and  credit  to 
the  proper  funds  and  revenue  accounts. 

Revenues  from  this  source  increased  $7,776,419  as  compared  with  the  pre- 
ceding fiscal  year.  A detailed  analysis  and  comparison  of  these  revenues 
follows : 


$1,314,284  $17,378 
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Federal  and  State  subventions 

through  the  State  of  California : 

For  School  Department: 

Elementary  schools $ 

High  schools ■ 

Junior  college 

Teachers’  retirement 

Vocational  training 

Veterans’  training 

Child  Care  Center 

County  school  service 

For  other  departments : 

Postwar  planning  subsidy.. 

Motor  vehicle  registration  fees  for 

county  roads 

Motor  vehicle  fuel  tax  for  county 

roads  

Motor  vehicle  fuel  tax  for  street 

improvements  

Motor  vehicle  license  fees  for  traf- 
fic control 

State  aid  for  construction 

Aid  to  needy  children: 

Maintenance  of  minors ......... 

Paid  to  parents ...... 

Aid  to  needy  blind 

Aid  to  needy  aged 

Inspectional  services — Needy  aged 

and  children 

Aid  for  Log  Cabin  Ranch 

Tuberculosis  aid  subsidy 

Public  health  subsidies 

Alcoholic  beverage  licenses. 

Civilian  war  assistance 

Fire  Department  waterfront  and 

fire  boat  expense 

Candidate  filing  fees 


Federal  subvention  directly  from  United 
States  Government — Recreation  sub- 
sidy   WW ilSl 


Fiscal  Year 

Ended  June  30, 

Increase 

1948 

1947 

Decrease* 

.$  4,276,490 

$ 2,698,170 

$1,578,320 

2,062,250 

1,782,953 

279,297 

600,140 

248,547 

351,593 

66,576 

64,210 

2,366 

66,608 

87,871 

21,263* 

713,993 

718,830 

4,837* 

671,000 

332,757 

338,243 

24,400 

24,400 

29,687 

29,687* 

283,421 

357,422 

74,001* 

. 1,576,501 

1,358,866 

217,635 

* 1,575,860 

774,086 

801,774 

. 4,043,961 

2,148,312 

1,895,649 

89,474 

89,474 

195,597 

104,984 

90.613 

420,800 

241,912 

178,888 

276,242 

187,872 

88,370 

. 6,878,572 

5,839,058 

1,039,514 

21,920 

21,465 

455 

30,879 

23,559 

7,320 

448,036 

201,040 

246,996 

270,609 

57,270 

213,339 

. 1,26.6,937 

698,112 

568,825 

13,746 

145,174 

131,428* 

168,615 

136,374 

32,241 

2,620 

2,620 

.$26,045,247 

1 

$18,258,531 

$7,786,716 

2,028 

12,325 

10,297* 

.826,047,275 

$18,270,856 

$7,776,419 

State  support  for  elementary  schools  increased  $1,578,320  as  compared 
with  the  preceding  fiscal  year;  for  high  schools  the  increase  was  $279,297; 
and  for  the  junior  college,  $351,593.  These  increases  were  primarily  the 
result  of  a change  in  the  basis  for  apportionment  of  state  support  for  schools. 
The  change  was  effective  July  1,  1947,  and  was  in  accordance  with  an  amend- 
ment of  the  State  Constitution  approved  by  the  passage  of  Constitutional 
Initiative  Amendment  No.  3 in  the  general  election  of  November  5,  1946. 

Apportionments  to  the  City  and  County  for  motor  vehicle  fuel  tax  for 
county  roads  and  for  street  improvements  increased  in  the  amounts  of 
$217,635  and  $801,774,  respectively,  as  compared  with  the  preceding  fiscal 
year.  The  apportionment  for  motor  vehicle  license  fees  for  traffic  control 
increased  $1,895,649.  These  increases  were  chiefly  due  to  the  enactment  of 
the  Collier-Bums  Highway  Act  of  1947,  which  increased  and  changed  the 
basis  of  apportionment  of  fuel  taxes,  operators’  license  fees,  and  motor  ve- 
hicle registration  fees. 
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Subventions  received  from  the  State  for  aid  to  needy  aged  increased 
$1,039,514  as  compared  with  the  preceding  fiscal  year.  This  increase  was  due 
principally  to  an  amendment  to  the  State  of  California  Welfare  and  Institu- 
tions Code,  operative  August  1,  1947,  raising  the  maximum  aid  to  an  appli- 
cant from  $50  to  $60  a month. 

The  increase  in  subventions  from  alcoholic  beverage  licenses  as  compared 
with  the  preceding  fiscal  year,  in  the  amount  of  $568,825,  is  due  primarily 
to  an  amendment  of  the  State  Alcoholic  Beverage  Control  Act  approved  by 
the  Governor  on  June  14,  1947.  The  amendment  increases  the  apportionment 
to  cities  and  counties  of  the  license  fees  collected  under  provisions  of  the  Act. 
REVENUE  FROM  GENERAL  CITY  AND  COUNTY 
SERVICES-  $4,071,272.14 

A comprehensive  analysis  and  comparison  of  these  revenues  is  set  forth 
on  Schedule  1.  Exhibit  B.  Revenue  from  these  sources  increased  $296,609 
compared  with  the  preceding  fiscal  year,  as  set  forth  in  detail  on  the  afore- 
mentioned schedule. 

REVENUE  FROM  FINES,  FORFEITS  AND  PENALTIES— 

$1,294,335.59 

Revenue  from  these  sources  showed  a decrease  of  $55,408  as  compared 
with  the  preceding  fiscal  year. 

REVENUES  FROM  HOUSING  AUTHORITY  IN  LIEU  OF 
TAXES— $418,318.79 

This  caption  represents  collections  from  the  Housing  Authority  of  the 
City  and  County  of  San  Francisco  in  lieu  of  taxes  on  low-rent  housing  proj- 
ects. These  revenues  increased  slightly  as  compared  with  the  preceding 
fiscal  year. 

EXPENDITURES  AND  ENCUMBRANCES— 

GENERAL  CITY  AND  COUNTY 

We  reviewed  the  appropriation  ledgers  and  made  test  checks  to  determine 
that  the  total  appropriations,  encumbrances  and  expenditures  recorded 
therein  were  in  accordance  with  the  annual  appropriation  ordinance,  supple- 
mental appropriations  and  intra-departmental  appropriation  transfers. 
GENERAL  CITY  AND  COUNTY  DEPARTMENTAL  EXPENSES— 
$68,103,337.83 

General  City  and  County  departmental  expenses  increased  $9,650,512  as 
compared  with  the  preceding  fiscal  year.  A detailed  analysis  and  comparison 
of  these  expenses  appears  on  Schedule  2,  Exhibit  B.  A functional  summary 
and  comparison  follows: 


$ 6,925,960 
12,839,310 
1,709,206 
1,929,911 
1,615,711 
5,825,184 
11,707,741 
979,876 
19,832,587 
4,737,852 


Total  $68,103,338 


C OMBINED  PROPRIETARY  BALANCE  SHEET — ALL  FUNDS 

The  following  comments,  unless  otherwise  mentioned,  are  limited  to  the 
General  City  and  County  funds  shown  on  Exhibit  A.  The  figures  shown  on 
Exhibits  A and  D for  the  Public  Service  Enterprises  are  in  agreement  with 
those  reported  to  us  by  the  respective  auditors  and  are  subject  to  the  com- 
ments contained  in  their  reports. 


General  government 

Public  safety 

Highways 

Sanitation  and  waste  removal. 

Health  conservation 

Hospitals  

Charities 

Corrections 

Schools  and  libraries 

Recreation  


$ 6,193.960 
10,857.547 
1,473,383 
1,842,717 
1,375,166 
4,726,102 
10,177,330 
828,720 
16,756,124 
4,221.777 

$58,452,826 


Increase 
$ 732,000 
1,981,763 
235,823 
87,194 
240.545 
1,099,082 
1,530,411 
151,156 
3,076,463 
516,075 


$9,650,512 
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FIXED  CAPITAL— 5238,624,212.83 

A summary  of  properties  and  fixed  capital  as  of  June  30,  1948,  is  shown 
on  Exhibit  F submitted  herewith.  We  reviewed  the  records  pertaining  to 
property  additions  and  retirements.  We  also  examined  all  vouchers  covering 
major  additions  during  the  fiscal  year  ended  June  30,  1948,  and  found  them 
to  represent  proper  additions  to  the  property  accounts. 

Fixed  capital  of  $238,624,212.83  at  June  30,  1948,  represents  the  net  Invest- 
ment of  the  City  and  County  in  properties,  other  than  those  of  the  Public 
Service  Enterprises,  without  giving  effect  to  depreciation  or  adjustments  to 
reflect  equipment  traded  in  or  abandoned. 

While  adequate  procedures  have  been  provided  for  the  accountability  of 
equipment,  it  was  noted  that  a perpetual  inventory  of  equipment,  and  the 
procedures  in  regard  thereto,  have  not  been  currently  maintained  in  accord- 
ance with  Section  88  of  the  Charter  and  provisions  of  the  Municipal  Code. 
We  are  advised  that  this  has  been  due  to  shortage  of  personnel  and  funds, 
and  to  the  increased  work  load.  According  to  information  furnished  to  us, 
equipment  inventory  records  are  being  maintained  based  upon  a survey  made 
several  years  ago  and  upon  purchasing  documents  and  reports  from  depart- 
ments. We  are  also  informed  that  additional  personnel  is  required  to  maintain 
these  records  in  a current,  tabulated  form,  and  to  make  periodic  checks  of 
equipment  in  all  of  the  various  departments  as  required  by  Section  88  of 
the  Charter. 

CASH— $48,606,254.16 

Cash  on  deposit  with  the  City  and  County  Treasurer,  in  the  amount  of 
$47,751,103.28  as  at  June  30,  1948,  was  verified  by  the  General  Audit  Division 
of  the  Controller’s  office.  A copy  of  the  report  on  their  examination,  dated 
October  14,  1948,  is  included  in  another  section  of  the  annual  report  of  the 
Controller.  We  reviewed  the  report  and  determined  that  the  various  fund 
balances  shown  therein  were  in  agreement  with  the  cash  records  of  the 
Controller. 

Cash  in  transit,  amounting  to  $813,200.88,  was  verified  by  the  General 
Audit  Division  of  the  Controller’s  office  as  having  been  satisfactorily  ac- 
counted for  subsequent  to  June  30,  1948. 

Revolving  funds  totaling  $41,950.00  were  confirmed  directly  to  us  by  the 
custodians  thereof.  All  changes  in  revolving  funds  during  the  fiscal  year 
ended  June  30,  1948,  were  properly  supported  by  ordinances  as  required  by 
the  Charter. 

TAXES  AND  PENALTIES  RECEIVABLE— $1,884,549.31 

A summary  of  taxes  and  penalties  receivable  follows : 

Taxes : Secured  Unsecured  Total 

Current  year,  1947-48 $278,640.44  $ 324,040.19  $ 602,680.63 


Prior  years : 

1946-47  

.$  58,633.83 

$ 

106. 

.703. 

,57 

$ 

165, 

,337.40 

1945-46  

. 28,137.01 

56. 

,977. 

.23 

85, 

,114.24 

1944-45  

. 10,494.44 

36, 

,885. 

.18 

47, 

,379.62 

1943-44  and  prior 

. 88,773.09 

773, 

,530. 

.41 

862, 

,303.50 

Total  

.$186, 038.37 

$ 

974, 

,096. 

.39 

$1 

,160, 

,134.76 

Total  

.$464,678.81 

$1 

.298. 

,136, 

.58 

$1 

,762, 

,815.39 

Penalties,  costs  and  interest 

. 18.066.75 

152, 

,497, 

.49 

170, 

,564.24 

Total  

.$482,745.56 

si 

,450 

,634 

.07 

si 

,933 

,379.63 

Less — Unallocated  collections  of  de^ 

linquent  secured  tax  installments  48,830.32 

48 

,830.32 

Remainder,  taxes  and 

penalties  receivable.,  $433,915.24  $1,450,634.07  $1,884,549.31 
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Taxes  and  penalties  receivable  were  not  confirmed  by  communication  with 
the  property  owners,  but  we  made  the  following  verifications  thereof : 

1.  All  charges  and  credits  to  the  Controller's  accounts  covering  taxes  and 
penalties  receivable  were  verified  by  reference  to  the  original  tax  assess-  -» 
ment  rolls,  reassessment  rolls,  tax  collection  reports,  resolutions  of  the 
Board  of  Supervisors,  and  other  supporting  records. 

2.  We  reviewed  the  tabulating  runs  of  the  various  unpaid  taxes  and  pen-  j 
alties  at  June  30,  1948,  and  found  them  to  be  in  agreement  with  the 
Controller’s  records  except  for  minor  differences  which  were  accounted  > 
for  and  corrected  subsequent  to  June  30,  1948. 

3.  We  test-checked  the  amounts  and  footings  shown  by  the  tabulating  j 
runs  covering  unpaid  taxes  at  June  30,  1948,  as  shown  by  the  delinquent  )l 
tax  roll  volumes. 

Unsecured  taxes  and  penalties  aggregating  $1,450,634.07,  as  shown  above,  « 
are  fully  reserved  to  provide  for  the  possibility  of  nonpayment,  and  to  defer 
taking  these  taxes  into  revenue  until  they  are  collected. 

FRANCHISES  AND  SUBVENTIONS  RECEIVABLE— $6,954,209.88 

A summary  of  the  accounts  and  items  included  under  this  caption  is  set  u 


forth  below: 

Franchise  taxes  receivable: 

Pacific  Telephone  and  Telegraph  Company $ 364,500.00 

Pacific  Gas  and  Electric  Company 120,921.17 

American  District  Telegraph  Company 3,900.00 

California  Street  Cable  Railroad  Company 3,076.23 


Total  franchise  taxes  receivable 

Subventions  receivable  from  the  State  of  California: 


Veterans’  training $ 309,835.24 

Veterans’  counseling 7,651.25 

Child  Care  Center 6,000.00 

Motor  vehicle  registration  fees 204,189.97 

Motor  vehicle  fuel  tax 1,647,251.68 

Motor  vehicle  license  fees 2,547,500.79 

Aid  to  needy  children 177,240.27 

Aid  to  needy  blind 1,122.22 

Aid  to  needy  aged 41,935.56 

Aid  for  Log  Cabin  Ranch 28,918.00 

Tuberculosis  aid  subsidy 441,783.47 

Public  health  program 16,423.65 

Inspectional  services — Child  care 9,276.00 

Inspectional  services — Aged lit 1,104.00 

Alcoholic  beverage  licenses 958,786.82 

Civilian  war  assistance 532.39 

Fire  Department  waterfront  and  fire  boat 

expense 62.261.17 


$ 492,397.40 


Total  subventions  receivable. 


6,461,812.48 


Total  franchises  and  subventions  receivable $6,954,209.88 


Franchise  taxes  receivable,  aggregating  $492,397.40,  are  based  on  esti- 
mates of  the  franchise  taxes  accrued  at  June  30,  1948,  made  by  the  respective 
companies  shown  above.  We  verified  these  estimates  by  direct  communication 
with  the  companies. 

Subventions  receivable  from  the  State  of  California,  aggregating  $6,461,- 
812.48  at  June  30,  1948,  were  either  subsequently  collected,  verified  by  direct 
confirmation,  or  reviewed  as  to  basis  and  computation. 

ACCRUED  INTEREST  RECEIVABLE— $232,676.48 

Accrued  interest  receivable  as  at  June  30,  1948,  was  verified  by  compu- 
tation. 


OTHER  ACCOUNTS  RECEIVABLE— $2,682,572.50 

RESERVE  FOR  OTHER  ACCOUNTS  RECEIVABLE— $1,206,265.83 


The  accounts  included  under  this  caption  are  summarized  below: 
Fully  reserved  accounts — Departmental  accounts  receivable : 


Current  $ 655,976.51 

Transferred  to  Bureau  of  Delinquent  Revenue 550,289.32 


Total  fully  reserved  accounts $1,206,265.83 

Other  accounts: 

Accrued  retail  purchase  and  use  taxes  receivable 1,136,571.97 

Tuition  billed  to  other  counties  by  School  Department 304,080.64 

Miscellaneous  accounts  receivable  of  School  Department 6,563.86 

All  other 29,090.20 


Total $2,682,572,50 


Departmental  accounts  receivable  aggregating  $1,206,265.83  are  fully  re- 
served to  cover  uncollectibility  and  to  defer  taking  them  into  revenue  until 
collected.  These  accounts  were  not  confirmed  by  communication  with  the 
debtors. 

Accounts  receivable  of  the  School  Department  are  verified  in  connection 
with  the  examination  of  the  department’s  accounts  by  other  independent 
certified  public  accountants. 

Accrued  retail  purchase  and  use  taxes  receivable  in  the  amount  of  $1,136,- 
571.97  at  June  30,  1948,  represent  collections  made  from  July  1 to  August 
7,  1948,  inclusive. 

INVESTMENTS— $57,431,209.45 

A condensed  summary  of  investments  is  set  forth  below: 


Securities : 

Employees’  Retirement  System: 

United  States  Government  bonds $50,164,000.00  $50,349,477.36 

Municipal  bonds 5,020,112.50  5,313,487.85 

Public  utility  bonds 988,000.00  1,007,113.98 

Railroad  bonds 330,000.00  328,842.88 


Total  . 


...$56,502,112.50  $56,998,922.07 


Bequests  and  Trust  Funds : 

Bonds  ..$ 

Stocks  (including  no  par  value  stock  hav- 
ing a book  value  of  $2,000.00) 


378,000.00 
26.50 

Total  $ 378,026.50 

Total  securities $56,880,139.00 

Other  Investments — Bequests  and  Trust  Funds : 

Real  Estate \ 

Miscellaneous 


379,203.13 

2,094.25 


Total  other  investments $ 50,990.00 

Total  investments $57,431,209.45 
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Investment  securities  are  valued  at  cost,  adjusted  for  amortization  of  bond 
premiums  or  accumulation  of  bond  discounts. 

The  securities  of  the  Employees’  Retirement  System  were  jointly  verified 
as  at  June  30,  1948,  by  other  independent  certified  public  accountants  and 
by  the  Controller’s  General  Audit  Division,  as  set  forth  in  its  report  dated 
October  14,  1948.  These  securities  are  held  in  trust  for  the  Employees’  Retire- 
ment System.  In  accordance  with  Section  159  of  the  Charter,  the  Retirement 
Board  has  exclusive  control  over  the  administration  and  investment  of  the 
System’s  funds. 

The  securities  of  the  bequest  and  trust  funds  were  examined  and  verified 
by  the  Controller’s  General  Audit  Division  as  set  forth  in  their  report  dated 
October  14,  1948. 

Collateral  securities  deposited  by  banks  and  having  a market  value  of 
$93,860,185.74  as  at  June  30,  1948,  are  not  shown  on  the  accompanying  exhib- 
its or  schedules  but  were  examined  and  verified  by  the  Controller’s  General  i 
Audit  Division  and  found  to  comply  with  all  legal  requirements.  This  exami- 
nation is  also  covered  in  the  aforementioned  report  of  the  General  Audit  ' 
Division. 

UNITED  STATES  WAR  SAVINGS  BONDS  FOR  RESALE— 

$24,393.75 

The  bonds  on  hand  at  July  31,  1948,  were  counted  and  reconciled  with  the  > 
balance  shown  by  the  Controller’s  records  as  at  June  30,  1948. 

LEASE  GUARANTEE  DEPOSITS  (U.  S.  TREASURY  BONDS)  — 

$122,750.00 

These  securities  represent  deposits  with  the  City  and  County  in  connection  3 
with  property  leases,  and  were  inspected  as  of  June  30,  1948,  by  the  Con- 
troller’s General  Audit  Division.  The  contra  liability  for  these  deposits  is 
included  under  the  caption  "Other  Liabilities  and  Reserves.” 

MATERIALS  AND  SUPPLIES— $591,212.14 

Materials  and  supplies  at  June  30,  1948,  are  comprised  as  follows: 


School  Department ' $331,777.56 

Fire  Department 81,504.06 

Central  Warehouse 39,773.56 

Park  Commission  stores 11.393.36 

Recreation  Department 9,301.50 

Purchasing  Department — Stationery 8,927.27 

Department  of  Public  Works — Substores 5,449.38 

Sheriff’s  stores 3,085.45 

Other  departments  (estimated) 100,000.00 


Total  $591,212.14 


We  have  been  informed  that,  with  the  exception  of  the  amount  shown  for 
the  Fire  Department  and  the  estimate  of  $100,000.00  for  other  departments, 
the  above  amounts  are  based  on  physical  inventories  taken  by  employees  of 
the  City  and  County  on  or  recently  preceding  June  30,  1948.  The  value  of  the 
School  Department  inventory  is  in  agreement  with  the  department’s  accounts 
which  are  examined  by  other  independent  certified  public  accountants.  We 
did  not  verify  inventory  quantities  but  test-checked  extensions  and  footings 
on  the  inventories  of  the  Central  Warehouse,  Fire.  Purchasing,  Public  Works 
and  Recreation  Departments.  The  estimate  of  $100,000.00  to  cover  materials 
and  supplies  inventories  of  other  departments  was  reviewed  and  in  our  opin- 
ion represents  a conservative  estimate  of  the  value  of  these  inventories. 

COMMITMENTS— UNCOMPLETED  CONTRACTS,  PURCHASE 
ORDERS  AND  OTHER— $984,795.56 
The  uncompleted  contracts,  purchase  orders  and  other  commitments  de- 
ferred at  June  30,  1948,  are  comprised  as  follows- 
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Balance, 
Original  June  30, 

Amount  1948 

Land  purchases : 

Pleishhacker  Playground $363,986.18  $117,679.56 

Yacht  Harbor 390,707.03  41,189.64 


Total  - $158,869.20 

Uncompleted  contracts  and  purchase  orders — 

Capital  Funds 825,926.36 


Total  $984,795.56 


All  commitments  covering  encumbrances  at  June  30,  1948,  Applicable  to 
general  City  and  County  current  funds,  were  charged  against  general  City 
and  County  current  surplus  at  the  close  of  the  fiscal  year  under  review. 


OTHER  DEFERRED  CHARGES— $780,751.34 
Other  deferred  charges  are  summarized  as  follows : 

Current  Funds: 

Expenditures  and  encumbrances  on  uncompleted  projects  for 

lighting  of  public  streets  and  buildings $735,009.32 

School  Department  shop  account  covering  labor  and  supplies 

on  uncompleted  shop  work 15,667.42 

Travel  and  expense  advances 2,604.07 

Deposits — Air  travel  and  electricity 1,263.27 

Miscellaneous  deferred  charges 1,207.26 


Total  $755,751.34 

Trust  and  Assessment  Funds — 

Advance  for  purchase  of  United  States  savings  bonds 25,000.00 


Total  $780,751.34 


The  amount  shown  for  the  shop  account  of  the  School  Department  is  in 
agreement  with  its  records  which  are  examined  by  other  independent  certi- 
fied public  accountants.  Travel  and  expense  advances  were  substantiated  to 
our  satisfaction.  Deposits  were  verified  by  direct  confirmations  from  the 
depositaries.  The  composition  of  the  remaining  deferred  charges  is  set  forth 
in  the  above  summary. 

BONDED  DEBT— $137,073,900.00  (INCLUDING  PUBLIC  SERVICE 
ENTERPRISES) 

The  City  and  County  bonds  outstanding  at  June  30,  1948,  are  set  forth  on 
Exhibit  G of  this  report.  A schedule  of  bond  redemptions,  based  on  bonds 
outstanding  at  June  30,  1948,  is  submitted  on  Exhibit  H.  Changes  in  bonded 
indebtedness  during  the  fiscal  year  ended  June  30,  1948,  are  shown  in  detail 
on  Exhibit  G and  are  summarized  as  follows : 


Bonds  outstanding,  June  30,  1947... 
Bonds  sold  during  the  fiscal  year.... 

Total  

Bonds  redeemed  during  the  fiscal 
year 

Bonds  outstanding,  June  30,  1948.. 


General 
City  and 

Public 

Service 

Total  City 

County 

Enterprises 

and  County 

....$24,707,000 

$ 92,161,000 

$116,868,000 

....  11,000,000 

17,950,000 

28,950,000 

....$35,707,000 

$110,111,000 

$145,818,000 

5,175,100 

8,744,100 

....$32,138,000 

$104,935,900 

$137,073,900 
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Sales  of  bonds  during  the  fiscal  year  ended  June  30,  1948,  were  authorized 
by  resolutions  of  the  Board  of  Supervisors,  and  the  proceeds  credited  to  the 
proper  funds.  We  inspected  all  bonds  redeemed  during  the  fiscal  year  under 
review. 

The  changes  in  bonds  authorized  but  unissued  during  the  fiscal  year  ended 
June  30,  1948,  are  set  forth  in  detail  on  Exhibit  I of  this  report  and  are  sum- 
marized as  follows: 


Ger 

City 

Cm 


and 

lty 


Bonds  authorized  but  unissued, 

June  30,  1947  

Bonds  authorized  during  the  fiscal 
year 


$ 9,100,000 
57,600,000 


$ 4,500,000 
47,200,000 


$ 13,600,000 
104,800,000 


Total  

Bonds  sold  during  the  fiscal  year. 


$66,700,000 

11,000,000 


$51,700,000  $118,400,000 

17,950,000  28,950,000 


Bonds  authorized  but  unissued, 

June  30,  1948  $55,700,000  $33,750,000  $ 89,450,000 


Section  104  of  the  Charter  provides  that  the  bonded  debt  of  the  City  and 
County,  exclusive  of  (1)  debt  incurred  for  the  financing  of  public  improve- 
ments, the  cost  of  which  is  assessed  against  private  property  benefiting 
therefrom,  and  (2)  debt  incurred  for  water  supply,  storage  or  distribution 
purposes,  shall  not  exceed  12%  of  the  assessed  value  of  all  real  and  personal 
property  subject  to  City  and  County  taxes. 

The  12%  limitation  on  the  total  bonded  debt  amounted  to  $171,626,224.  as 
at  June  30,  1948,  and  was  determined  on  the  basis  of  the  assessment  roll  of 
March,  1948,  for  the  fiscal  year  1948-49,  before  adjustments  for  reassess- 
ments and  canceled  assessments,  as  set  forth  below: 

Real  estate,  improvements  and  secured  personal  property  tax- 
able at  $6.09  per  $100.00  (1948-49  rate) ' $ 826.035,039 

Unsecured  tangible  personal  property  taxable  at  $5.62  per 


$100.00  (1947-48  rate) 174.083,573 

Total  tangible  property $1,000,118,612 


Solvent  credits,  taxable  at  10c  per  $100.00 430,099,919 


Total  assessed  value  of  all  real  and  personal  property  subject  to 

City  and  County  taxes $1,430,218,531  I 


12%  of  above. 


$ 171,626,224 


The  bonded  debt  on  June  30,  1948,  subject  to  the  12%  limitation,  amounted  r 
to  $57,353,000  and  complied  with  Section  104  of  the  Charter,  as  follows: 
Unmatured  bonds  outstanding $137,025,000  | 


Deduct  Unmatured  bonded  indebtedness  created  for  water  sup- 
ply, storage,  or  distribution  purposes,  exempt  from  12%  limi- 
tation   79,672,000 


.$  57,353,000 


Unmatured  outstanding  bonds  subject  to  12%  limitation. 
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The  limitation  on  future  bond  issues  at  June  30,  1948,  based  upon  the 
1948-49  assessment  rolls,  is  shown  below : 

12%  limitation,  as  above $171,626,224 

Deduct — Unmatured  outstanding  bonds  subject  to  the  12%  limi- 
tation, as  above 57,353,000 


Limitation  on  future  bond  issues $114,273,224 


BOND  INTEREST— $427,740.83 

The  items  included  under  this  caption  are  as  follows : 

Matured  coupons,  not  presented  for  payment $ 25,671.50 

Accrued  bond  interest: 

Due  July  1,  1948 $172,737.50 

Due  subsequent  to  July  1,  1948 229,331.83  402,069.33 


Total  $427,740.83 


We  reviewed  and  verified  the  mathematical  accuracy  of  the  trial  balances 
covering  unpaid  matured  interest  coupons  aggregating  $25,671.50  at  June 
30,  1948. 

Matured  interest  coupons  paid  during  the  fiscal  year  under  review  were  not 
inspected.  The  system  of  internal  check  in  regard  thereto  was  reviewed 
and  considered  adequate. 

Accrued  bond  interest  at  June  30,  1948,  was  verified  by  computation. 

OUTSTANDING  WARRANTS  AND  PAY  ROLL  DEDUCTIONS— 
$7,766,269.66  (INCLUDING  PUBLIC  SERVICE  ENTERPRISES) 

All  reconciliations  of  warrants  and  pay  roll  deductions  outstanding  as  at 
June  30,  1948,  were  reviewed  and  their  mathematical  accuracy  verified.  We 
also  made  test  inspections  of  the  following: 

Original  warrants  outstanding  at  June  30, 1948,  but  paid  as 
at  the  time  of  our  examination. 

Copies  of  warrants  outstanding  at  June  30, 1948,  and  unpaid 
at  the  time  of  our  examination. 

ACCOUNTS  PAYABLE  AND  RESERVE  FOR  ENCUMBRANCES— 
$5,170,965.44 

The  amount  shown  under  this  caption  represents  the  aggregate  total  of 
unliquidated  encumbrances  as  at  June  30,  1948.  These  encumbrances  were 
verified  by  test  inspections  of  the  supporting  contracts,  purchase  orders 
and  other  documents. 

COMMITMENTS— OTHER— $158,869.20 

These  commitments  are  detailed  under  the  previous  caption  entitled  “De- 
ferred Charges.”  We  verified  the  commitments  by  direct  confirmations.  A 
contra  amount  is  included  under  deferred  charges. 

OTHER  LIABILITIES  AND  RESERVES— $123,744.47 
Other  liabilities  and  reserves  at  June  30,  1948,  are  as  follows : 


Liability  for  lease  deposits  (contra) $122,750.00 

Miscellaneous  reserves 994.47 

Total  $123,744.47 


The  liability  for  lease  deposits  was  verified  by  confirmations  received 
directly  from  the  depositors. 

TRUST  AND  ASSESSMENT  FUND  BALANCES— $66,192,409.82 

A summary  of  trust  and  assessment  fund  balances  at  June  30,  1948,  is  set 
forth  below: 

Public  trust  funds: 

Unapplied  balances  as  shown  on  Exhibit  M: 

Employees’  Retirement  System  Fund $62,924,224.69 

Other  funds 1,273,685.29 

Total  as  shown  on  Exhibit  M $64,197,909.98 

Deduct  or  add*  amounts  reflected  only  in 
either  the  proprietary  or  funding  ledger: 

Employees’  Retirement  System  Fund $ 217,452.30 

State  Highway  Fund 87,190.52* 

Health  Service  Fund 585.13*  129,676.65 


Fund  balance  as  reflected  on  proprietary  balance  sheet $64,068,233.33 

Private  trust  funds: 

Unapplied  balances  as  shown  on  Exhibit  M..$  1,424,103.27 
Add  amount  reflected  only  in  proprietary 
ledger  — War  Bond  Pay  Roll  Deductions 
Fund  25,000.00 


Fund  balances  as  reflected  on  proprietary  balance  sheet 1,449,103.27 

Assessment  and  redemption  funds — Unapplied  balances  as 

shown  on  Exhibit  M 12,683.90 

Agency  funds: 

Unapplied  balances  as  shown  on  Exhibit  M..$  662,529.12 

Deduct  amount  reflected  only  in  proprietary 
ledger  — State  of  California,  Consumers’ 


Use  Tax  Fund 139.80 


Fund  balances  as  reflected  on  proprietary  balance  sheet 662,389.32 

Total  trust  and  assessment  fund  balances  at  June  30,  1948, 
as  shown  on  Exhibit  A $66,192,409.82 


TAXES  COLLECTED  FOR  FISCAL  YEAR  1948-49— $4,763,119.97 

The  above  amount  represents  personal  property  taxes  for  the  fiscal  year 
1948-49  which  were  collected  by  the  Assessor  and  deposited  with  the  Treas- 
urer prior  to  July  1,  1948. 

OTHER  DEFERRED  CREDITS— $1,176,111.72 
Other  deferred  credits  are  as  follows: 

Subventions  received  in  advance  from  the  State  of  California $ 718,911.41 

Tuition  billed  to  other  counties  by  School  Department  (not  taken 


into  revenue  until  collected! 302,245.10 

Unrefunded  deposits  collected  by  various  City  departments 84,990.23 

Rents  received  in  advance: 30,084.57 

Miscellaneous 39,880.41 


Total $1,176,111.72 


Subventions  received  in  advance  were  confirmed  by  the  Department  of 
Social  Welfare,  State  of  California.  Tuition  .billed  to  other  counties  by  the 
School  Department  is  verified  in  connection  with  the  examination  of  the 
accounts  of  that  department  by  other  independent  certified  public  account- 
ants. The  other  items  were  reviewed  and  test-checked. 


CONTINGENT  LIABILITIES 

The  City  and  County  of  San  Francisco  is  subject  to  a contingent  liability 
by  reason  of  participation  in  the  Golden  Gate  Bridge  and  Highway  District. 
Bonds  of  that  District,  outstanding  in  the  amount  of  $33,600,000.00  at  June 
30,  1948,  are  a general  obligation  of  the  District  and,  to  the  extent  that  reve- 
nues of  the  District  may  be  insufficient  to  meet  operating  expenses,  interest 
and  redemption  charges  are  payable  from  ad  valorem  taxes  which  may  be 
levied,  without  limitation  as  to  rate  or  amount,  upon  all  taxable  property 
within  the  District.  The  Golden  Gate  Bridge  and  Highway  District  includes 
the  City  and  County  of  San  Francisco,  the  Counties  of  Marin,  Sonoma  and 
Del  Norte  and  portions  of  Napa  and  Mendocino  Counties.  Information  re- 
garding the  bridge  operations,  as  taken  from  the  reports  covering  examina- 
tions of  the  accounts  of  the  District  by  other  independent  certified  public 
accountants,  follows: 


GOLDEN  GATE  BRIDGE  AND  HIGHWAY  DISTRICT 
SUMMARY  OF  OPERATIONS,  SURPLUS  AND  INSURANCE  RESERVES 
FOR  THREE  YEARS  ENDING  JUNE  30,  1948 

Fiscal  Year  Ended  June  30, 

1946  1947  1948 

Income  available  for  bond  interest 


and  redemption $3,074,599.51  $3,286,929.68  $3,420,296.91 

Bond  interest 1,484,100.00  1,475,250.00  1,457,700.00 

Net  income  for  the  year $1,590,499.51  $1,811,679.68  $1,962,596.91 


Surplus  accounts  at  end  of  year.. ..$3, 960, 121.69  $5,585,105.80  $7,120,208.74 

Insurance  reserves  at  end  of  year..  1,287,587.83  1,524,384.30  2,022,087.96 


BOND  MATURITIES  OF  GOLDEN  GATE  BRIDGE 
AND  HIGHWAY  DISTRICT,  JUNE  30,  1948 


Dates 


July  1,  1948  to  1951,  inclusive $ 400,000.00 

July  1,  1952  to  1956,  inclusive 800,000.00 

July  1,  1957  to  1961,  inclusive 1,200,000.00 

July  1,  1962  to  1966,  inclusive 1,600,000.00 

July  1,  1967  to  1971,  inclusive 2,800,000.00 


$ 1,600,000.00 

4.000. 000.00 

6.000. 000.00 
8,000,000.00 

14,000,000.00 


Total  bonds  of  the  District  outstanding,  June  30,  1948..$33, 600, 000.00 


Contingent  liabilities  of  the  School  Department  (San  Francisco  Unified 
School  District)  and  the  San  Francisco  City  and  County  Employees’  Retire- 
ment System  are  set  forth  in  the  audit  reports  of  the  other  independent  certi- 
fied public  accountants. 

We  have  been  informed  by  the  office  of  the  City  Attorney  that  at  June  30, 
1948,  the  City  and  County  of  San  Francisco  was  contingently  liable  for  an 
undetermined  amount  by  reason  of  pending  claims  and  litigation  aggregating 
$17,974,276.90,  of  which  $14,579,286.90  was  applicable  to  the  Municipal  Rail- 
way of  San  Francisco.  A reserve  for  accident  claims  in  the  amount  of 
$2,450,000.00  pertaining  to  the  Municipal  Railway  is  included  in  the  accom- 
panying statements. 
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COMBINED  FUNDS  BALANCE  SHEET— ALL  FUNDS 

The  Combined  Funds  Balance  Sheet — All  Funds,  June  30,  1948,  is  submitted 
on  Exhibit  J.  The  status  of  the  various  funds  at  June  30,  1948,  is  set  forth 
in  detail  on  Exhibits  K,  L,  M and  N. 

A reconciliation  of  the  Combined  Funds  Balance  Sheet  with  the  Combined 
Proprietary  Balance  Sheet  appears  on  Exhibit  O. 

The  Cash  Reserve  Fund,  amounting  to  $5,171,835.38  at  June  30,  1948,  con- 
formed to  the  provisions  of  Section  80  of  the  Charter,  and  was  comprised  as 


follows: 

Cash  $4,336,510.90 

Temporary  loans  to  other  funds 31,000.00 

Other  interfund  accounts,  net 804,324.48 


Total $5,171,835.38 


Section  81  of  the  Charter  provides  that  this  Cash  Reserve  Fund  is  to  be 
used  for  making  temporary  loans  exclusively  for  the  following  purposes: 

1.  Payment  in  any  fiscal  year  of  legally  budgeted  expenditures  for  such 
year  in  anticipation  of  the  collection,  after  the  close  of  such  fiscal  year, 
of  legally  collectible  taxes  and  other  revenues,  as  set  forth  in  the  budget 
and  the  appropriation  ordinance  for  such  fiscal  year,  and 

2.  Payment  of  that  portion  of  the  authorized  expenses  of  the  City  and 
County  for  any  fiscal  year,  which,  as  certified  to  the  Board  of  Super- 
visors by  the  Controller,  becomes  due  and  payable  and  must  be  paid 
prior  to  the  receipt  of  tax  payments  for  such  fiscal  year. 

GENERAL 

The  following  general  City  and  County  funds,  appearing  on  Exhibit  K, 


show  deficits  at  June  30,  1948: 

Auditorium  $167,930.42 

Firemen’s  relief  and  pensions 171,183.98 

Police  relief  and  pensions 103,235.58 


Total  $442,349.98 


These  deficits  were  created  prior  to  the  adoption  of  the  present  Charter,  | 
which  became  effective  January  8,  1932.  With  the  exception  of  slight  adjust- 
ments, the  above  amounts  are  substantially  the  same  as  on  the  aforemen- 
tioned date.  Inasmuch  as  Section  86  of  the  present  Charter  is  designed  to 
prevent  any  deficit  from  being  created  after  its  adoption,  it  is  again  recom-  ' 
mended  that  some  legal  means  be  found  to  dispose  of  these  old  deficits. 

CERTIFICATE 

In  our  opinion,  subject  to  the  foregoing  comments  and  limitations  on  the 
scope  of  our  examination,  the  accompanying  proprietary  and  funding  bal- 
ance sheets  and  related  statements  of  revenues,  expenditures  and  encum- 
brances, expenses  and  surplus  present  fairly  the  position  of  the  City  and 
County  of  San  Francisco  at  June  30,  1948,  and  the  result  of  its  operations 
for  the  fiscal  year  then  ended,  in  conformity  with  generally  accepted  mu-  ! 
nicipal  accounting  principles  applied  on  a basis  consistent  with  that  of  the  1 
preceding  year. 

We  wish  to  express  our  appreciation  for  the  cooperation  and  many  courte-  | 
sies  extended  to  us  by  the  Controller  and  his  staff  during  our  examination. 


i 


Yours  truly, 

JOHN  F.  FORBES  & COMPANY. 


EXHIBIT  B— SCHEDULE  1 
CITY  AND  COUNTY  OF  SAN  FRANCISCO 
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REVENUES  FROM  GENERAL  CITY  AND  COUNTY  SERVICES 
Fiscal  Years  Ended  June  30,  1948  and  1947,  and  Comparison 


Fiscal  Year  Ended  June  30,  Increase 

1948  1947  Decrease* 


General  Government: 

Municipal  Courts 

Superior  Courts 

Recorder as 

Public  Administrator 

Sheriff 

Treasurer  

Rent  of  building  space 

Rent  of  dormitory  beds 

$ 94,013.25 

189,167.54 

221,904.68 

109,676.36 

42,240.62 

22,013.50 

49,566.20 

17,954.22 

$ 58,264.00 

200,523.32 
179,034.72 
121,684.18 
32,658.21 
17,763.83 
37,854.32 
30,971.45 

$ 35,749.25 
11,355.78* 
42,869.96 
12,007.82* 
9,582.41 
4,249.67 
11,711.88 
30,971.45* 
17,954.22 
22,325.27 

Other  

67,468.21 

45,142.94 

Total  

$ 814,004.58 

$ 723,896.97 

$ 90,107.61 

Public  Safety: 

Inspections  and  permits: 
Building  

$ 237,203.45 

$ 154,690.85 

$ 82,512.60 

Department  of  Electricity.... 

85,559.63 

76,348.52 

9,211.11 

Other 

170,839.46 

141,794.66 

29,044.80 

Fire  Department 

22,368.64 

27,371.58 

5,002.94* 

Farmers  Market 

19,748.00 

16,006.50 

3,741.50 

Other 

13,225.44 

6,512.52 

6,712.92 

Total  

$ 548,944^62 

$ 422,724.63 

$126,219.99 

Schools  and  Libraries: 

Schools: 

Child  Care  Center 

$ 243,905.48 

$ 366,508.80 

$122,603.32* 

Other 

....  215,121.58 

139,030.76 

76,090.82 

Libraries 

38,858.52 

33,692.97 

5,165.55 

Total  

$ 497,885.58 

$ 539,232.53 

$ 41,346.95* 

Recreation: 

Parks  and  playgrounds 

....$1,266,686.75 

$1,158,557.80 

$108,128.95 

Art  Commission 

27,244.10 

37,264.02 

10,019.92* 

Opera  House 

....  101,819.07 

109,731.14 

7,912.07* 

Coit  Tower 

23,979.56 

25,974.45 

1,994.89* 

Other 

2,466.09 

2,190.08 

276.01 

Total  

51,422,195.57 

$1,333,717.49 

$ 88,478^08” 

Hospitals,  Charities,  and 
Corrections : 

Hospitals  

....$  310,621.36 

$ 319,255.92 

$ 8,634.56* 

Charities 

....  149,228.88 

139,443.22 

9,785.66 

Corrections  

25,583.18 

26,587.03 

1,003.85* 

Total  

....$  485,433.42 

$ 485,286.17 

$ 147.25 

Other: 

Sanitation  

....$  166,838.04 

$ 127,816.33 

$ 39,021.71 

Health 

....  119,522.86 

122,420.82 

2,897.96* 

General  and  miscellaneous 

16,447.47 

19,568.26 

3,120.79* 

Total  

...  $ 302,808.37 

$ 269,805.41 

$ 33,002.96 

Total  Revenues  from  General  City 

and  County  Services $4,071,272.14  $3,774,663.20  $296,608.94 
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EXHIBIT  B— SCHEDULE  2 
CITY  AND  COUNTY  OF  SAN  FRANCISCO 
GENERAL  CITY  AND  COUNTY  DEPARTMENTAL  EXPENSES 
Fiscal  Years  Ended  June  30,  1948  and  1947,  and  Comparison 


Fiscal  Year  Ended  June  30,  Increase 

1948  1947  Decrease* 


General  Government: 

Legislative  $ 203,434.44 

Executive  144,338.56 

Judicial  2,054,343.07 

Elections  489,337.18 

Finance  1,660,404.64 

Law  375,298.71 

Recording  and  reporting 163,504.23 

Administrative  officers  and 

boards  924,483.16 

General  Government 

buildings  652,052.45 

Community  promotion,  etc...  258,763.48 


$ 


227,354.60 

121,304.89 

1,707,318.39 

384,233.26 

1,543,470.57 

402,831.96 

168,046.38 


736,160.33 


563,058.02 

340,181.53 


$ 23,920.16* 

23,033.67 
347,024.68 
105,103.92 
116,934.07 
27,533.25* 
4,542.15* 

188,322.83 

88,994.43 

81,418.05* 


Total  $ 6,925,959.92  $ 6,193,959.93  $ 731,999.99 


Public  Safety: 

Police  Department $ 5,976,979.08  $ 5,107,348.70  $ 869,630.38 

Fire  Department 6,430,664.66  5,380,099.12  1,050,565.54 

Protective  inspection 431,666.65  370,098.88  61,567.77 


Total $12,839,310.39  $10,857,546.70  $1,981,763.69 


Highways : 

General  administration $ 48,386.85  $ 

Roadways  547,919.46 

Street  lighting 908,007.50 

Bridges  and  viaducts 116,940.23 

Maintenance  of  equipment....  87,952.33 


43,401.62 

395,011.82 

863,851.48 

100,429.32 

70,688.40 


$ 4,985.23 

152,907.64 
44,156.02 
16.510.91 
17,263.93 


Total $ 1,709,206.37  $ 1,473,382.64  $ 235,823.73 


Sanitation  and  Waste 
Removal : 

Sewers  and  sewage  disposal. .$  832,000.61  $ 862,380.15 

Street  sanitation 1,091,910.50  974,337.31 

Miscellaneous 6,000.00  6,000.00 


Total  .. 


...$  1,929,911.11  $ 1.842,717.46  $ 87,193.65 


Health  Conservation : 

General  administration $ 110,418.55  $ 98,360.01  $ 12,058.54 

Vital  statistics 45,872.24  39,737.31  6,134.93 

Health  regulation  and 

inspection  387,037.01  358,143.50  28,893.51 

Control  of  communicable 

diseases  358,151.15  314,962.57  43,188.58 

Child  health  services 651,102.55  507,701.66  143.400.89 

Miscellaneous 63,129.63  56,260.52  6,869.11 


Total .. 


.$  1,615,711.13  $ 1,375,165.57  $ 240,545.56 
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EXHIBIT  B— SCHEDULE  2 (Concluded) 

CITY  AND  COUNTY  OF  SAN  FRANCISCO 
GENERAL  CITY  AND  COUNTY  DEPARTMENTAL  EXPENSES 
Fiscal  Years  Ended  June  30,  1948  and  1947,  and  Comparison 


lospitals : 


Patients  in  nonmunicipal 

hospitals  

Miscellaneous 


Iharities : 

General  Administration 

Adult  institutional  care 

General  relief ...' 

Old  age  assistance 

Aid  to  minors  and  widowed 

mothers  

Aid  to  blind 

Federal  war  services 

assistance  

Miscellaneous 


Schools  and  Libraries : 

Schools  

Libraries  


Auditoriums  and  special 

facilities  

Refreshment  facilities 

Miscellaneous 


Fiscal  Year 
1948 

Ended  June  30, 
1947 

Decrease* 

...$  193,960.03 

!..  3,520,762.39 

$ 156,528.11 

2,827,100.80 

$ 37,431.92 

693,661.59 

...  1,876,248.35 

1,524,166.59 

352,081.76 

204,550.64 

29,661.98 

193,912.37 

24,393.76 

10,638.27 

5,268.22 

...$  5,825,183.39 

$ 4,726,101.63 

$1,099,081.76 

..$  67,271.21 

493,313.38 
...  1,629,572.39 

...  7,517,443.67 

$ 45,538.57 

470,294.40 
1,540,422.58 
6,483,169.21 

$ 21,732.64 

23,018.98 
89,149.79 
1,034,274.48 

..  1,401,659.65 

345,339.63 

1,056,350.95 

276,071.96 

345,308.70 

69,267.67 

7,426.70 

245,713.89 

133,385.53 

172,096.69 

125,958.83" 

73,617.20 

...$11,707,740.52 

$10,177,329.89 

$1,530,410.63 

...$•  459,802.49 
397,387.76 
122,685.91 

$ 410,499.13 

320,359.96 
97,861.31 

$ 49,303.36 

77,027.80 
24,824.60 

...$  979,876.16 

$ 828,720.40 

$ 151,155.76 

...$19,136,880.47 

695,706.78 

$16,101,288.59 

654,835.86 

$3,035,591.88 

40,870.92 

...$19,832,587.25 

$16,756,124.45 

$3,076,462.80 

...$  1,046,260.09 
...  1,304,710.52 

...  1,452,899.19 

$ 834,746.80 

1,289,096.61 
1,351,204.68 

$ 211,513.29 
15,613.91 
101,694.51 

430,814.56 

458,911.70 

44,255.53 

334,826.47 

374,993.38 

36,908.99 

95,988.09 

83,918.32 

7,346.54 

...$  4,737,851.59 

$ 4,221,776.93 

$ 516,074.66 

ty 

...$68,103,337.83 

$58,452,825.60 

$9,650,512.23 
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EXHIBIT  C 

CITY  AND  COUNTY  OF  SAN  FRANCISCO 


CAPITAL  SURPLUS— GENERAL  CITY  AND  COUNTY 
Fiscal  Year  Ended  June  30,  1948 

GENERAL  CITY  AND  COUNTY  CAPITAL  SURPLUS, 

JUNE  30,  1947 $215,355,258.98 

ADD: 

Capital  additions : 

From  revenue $2,986,764.38 

From  trust  funds 90,391.25 


Total  

Bonds  redeemed  from  current  revenues 

Net  profit  on  sale  of  land 

State  aid  for  post-war  projects 

Transfers  from  current  surplus  for  sewer 

projects  (net) , 

Premium  on  sale  of  bonds 


Total 


Total $222,871,463.03 

DEDUCT— TRANSFER  TO  CURRENT  SURPLUS  FOR 

SALE  OF  LAND 6,500.00 


$3,077,155.63 

3,015,000.00 

53,357.15 

1,075,995.13 

290,047.14 

4,649.00 


7,516,204.05 


GENERAL  CITY  AND  COUNTY  CAPITAL  SURPLUS, 
JUNE  30, 1948 


$222,864,963.03 
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Treasurer’s  Office 

Report  on  Audit  of  Accounts 
For  the  Fiscal  Year  Ended  June  30,  1948 


CITY  AND  COUNTY  OF  SAN  FRANCISCO 
Office  of  the  Controller 


TREASURER’S  OFFICE 
REPORT  ON  AUDIT  OF  ACCOUNTS 
Fiscal  Year  Ended  June  30, 1948 


October  14,  1948 

Mr.  Harry  D.  Ross,  Controller, 

City  and  County  of  San  Francisco 
Dear  Sir: 

In  accordance  with  your  instructions  and  pursuant  to  provisions  of  Charter 
Section  66,  an  audit  was  made  of  the  Treasurer’s  office  for  the  fiscal  year 
ended  June  30,  1948. 

During  the  period  under  review,  the  Mayor  appointed  Mr.  John  J.  Goodwin 
as  Treasurer  on  December  22,  1947,  to  fill  the  unexpired  term  of  office  of  the  *1 
former  Treasurer,  Thomas  K.  McCarthy,  deceased. 

Mr.  David  F.  Supple,  Consultant-Statistician  to  the  Grand  Jury,  partici-  I 
pated  in  this  examination. 

As  directed  by  you,  two  reports  have  been  prepared  of  this  audit,  as  follows:  ,> 

(1)  One  report  for  publication  in  the  Controller’s  Annual  Report  for  the 
fiscal  year  ended  June  30,  1948,  the  text  of  which  follows. 

(2)  One  report  substantially  identical  with  the  above,  supplemented  by 
detailed  schedules  and  an  appendix  containing  a digest  of  changes 
in  laws  affecting  the  Treasurer.  Copies  of  this  report  were  distributed 
to  City  and  County  Officials,  the  Grand  Jury,  the  press  and  to  certi- 
fied public  accounting  firms  engaged  this  year  by  the  City  and 
County  of  San  Francisco. 

Scope  of  Audit 

An  audit  was  made  of  the  accounts  and  records  maintained  by  the  Trea- 
surer. Physical  inspection  and  count  of  moneys  and  securities  in  connection 
therewith  were  made,  as  hereinafter  reported.  In  view  of  the  existing  method  i 
of  internal  check  maintained  in  the  Treasurer’s  office  and  the  method  of 
internal  check  and  continuous  audit  of  receipts  and  disbursements  maintained  A 
by  the  Controller,  a detailed  audit  of  receipts  and  disbursements  was  not 
included  within  the  scope  of  this  audit. 

Cash  on  hand  June  30, 1948,  was  verified  by  count.  Cash  on  deposit  in  banks 
was  reconciled  with  the  Treasurer’s  records  and  the  amounts  were  confirmed  $1 
by  the  several  depositaries. 

Securities  and  other  assets  in  the  custody  of  the  Treasurer  on  June  30,  1948,  I 
were  examined,  counted  and  verified  as  to  statutory  requirements. 

Revenues  and  expenditures  in  connection  with  the  operation  of  the  Trea-  * 
surer’s  office  were  reviewed  and  compared  with  the  Controller’s  records. 

The  Treasurer’s  office  is  the  depositary  of  funds  of  the  Islais  Creek  Recla- 
mation District.  Pursuant  to  your  instructions,  an  audit  of  the  books  and 
accounts  of  the  Islais  Creek  Reclamation  District  covering  the  period  from  ■: 
April  6,  1925,  to  December  31,  1947,  was  made  under  a separate  assignment 
and  is  reflected  in  audit  report  dated  June  16,  1948. 

Authority 

The  Treasurer’s  office  is  conducted  under  the  provisions  of  the  Federal 
Reserve  Act  of  1925  as  amended,  the  laws  of  the  State  of  California,  the  City 
and  County  Charter  and  ordinances  and  resolutions  of  the  Board  of  Super-  1 
visors. 


Laws  governing  the  operation  of  the  Treasurer’s  office  are  outlined  in  pre- 
vious annual  audit  reports.  Changes  and  additions  thereto  during  the  fiscal 
year  1947-1948  are  included  in  the  appendix  of  the  report  with  schedules  filed 
concurrently  with  this  report. 


Ordinances  pertaining  to  financial  transactions  in  connection  with  the 
operation  of  the  office  during  the  fiscal  year  1947-1948  are  cited  as  follows: 


Bill  No.  37  Ordinance  No. 
Bill  No.  4751  Ordinance  No. 
Bill  No.  4752  Ordinance  No. 
Bill  No.  4641  Ordinance  No. 
Bill  No.  5216  Ordinance  No. 
Bill  No.  1233  Ordinance  No. 
Resolution  2666 
Resolution  3786 
Municipal  Code,  Part  1,  Sec. 


9.0551  Payroll  Procedure 

4474  Annual  Appropriation  Ordinance 

4475  Annual  Salary  Ordinance 
4376  Bond  Ordinance  (Treasurer) 

4915  Bond  Ordinance  (Employees) 

1184  Fiscal  Agent — New  York 

War  Savings  Bonds  (Payroll  Allotment) 
War  Bond  Sales  Fund 
103  to  124,  Purchasing  Procedure 


CASH— $79,859,066.05 

Cash  on  hand,  cash  in  banks,  and  other  cash  items  were  verified  at  the 
close  of  business  June  30,  1948.  The  total  cash  verified  agreed  with  the 
amount  charged  to  the  Treasurer  by  the  Controller  on  that  date  as  indicated 
in  the  following  summary : 

Cash  on  hand : 

Coin  and  Currency $ 202,469.33 

Checks  on  hand  for  deposit 281,497.36 

Controller’s  Warrants 171,211.90  $ 655,178.59 


Cash  in  banks : 

Active  Accounts  $54,248,044.09 

Inactive  Accounts 24,170,000.00  78,418,044.09 


U.  S.  Bonds: 

Bail  Deposits I 93,900.00 


Total  Cash  and  Cash  Items  Verified — June  30,  1948 $79,167,122.68 

Cash  and  cash  items  received  after  June  30,  1948,  and 
applied  to  the  fiscal  year  1947-1948 691,943.37 


Total  Cash  and  Cash  Items — As  at  June  30,  1948 $79,859,066.05 


Total  per  Controller’s  Records — As  at  June  30,  1948 $79,859,066.05 


Reconciliation  of  the  Controller’s  available  cash  as  at  June  30,  1948,  and 
the  Treasurer’s  balance  of  cash  on  hand  on  that  date  is  as  follows : 

Per  Controller’s  General  Ledger: 

Available  Cash $71,943,034.89 

Outstanding  Items 7,916,031.16 


Treasurer’s  cash  on  hand — June  30,  1948 $79,859,066.05 


According  to  the  records  of  the  Controller’s  Division  of  Accounts  and 
Reports,  the  outstanding  items  indicated  above  consist  of : 


Matured  and  Unpaid  Warrants 

Coupons  Bonds  Payable  Total 

General  City  $ 25,671.50  $20,000.00  $5,345,742.43  $5,391,413.93 

Public  Service 

Enterprises  75,190.00  28,900.00  2,420,527.23  2,524,617.23 


Total  .$100,861.50  $48,900.00  $7,766,269.66  $7,916,031.16 
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Cash  on  Hand 

Coin  and  Currency — $202,469.33 

Coin  and  currency  in  the  above  amount  were  verified  by  count. 

Checks  on  hand  for  deposit — $281,497.36 
Examination  indicated  all  checks  on  hand  were  of  current  date  and  ap- 
peared to  have  been  received  in  the  usual  order  of  business  during  the  day. 
Checks  in  the  amount  reflected  above  were  deposited  on  the  next  business 
day  in  the  bank  accounts  as  evidenced  by  deposit  receipts  on  file. 
Controller’s  Warrants — $171,211.90 

The  above  consists  of  two  City  and  County  warrants  dated  June  29,  1948, 
payable  to  Hetch  Hetchy  Project  Operating  Fund  in  the  amount  of  $168,370.71 
and  $2,841.19.  These  warrants  were  deposited  with  the  Treasurer  on  June  30, 
1948,  and  cleared  to  the  Controller  on  the  next  business  day. 

Cash  in  Banks — $78,418,044.09 


Cash  on  deposit  in  banks  was  as  follows: 


Account 

Account 

Total 

Percent 

American  Trust  Co 

.$  2,750,000.00 

$ 5,149,725.02 

$ 7,899,725.02 

10.08% 

Anglo  California 

National  Bank 

. 6,250,000.00 

8,499,900.29 

14,749,900.29 

18.82% 

Bank  of  America 

. 10,220,000.00 

34,651,833.89 

44,871,833.89 

57.22% 

Bank  of  Canton 

200,000.00 

300,000.00 

500,000.00 

.65% 

Bank  of  Montreal 

500,000.00 

500,000.00 

1,000,000.00 

1.27% 

Canadian  Bank  of 
Commerce  

500,000.00 

800,000.00 

1,300,000.00 

1.65% 

Crocker  First 

National  Bank 

250,000.00 

999,873.60 

1,249,873.60 

1.59% 

Pacific  National  Bank. 

500,000.00 

500,000.00 

1,000,000.00 

1.27% 

Wells  Fargo  Bank  & 
Union  Trust  Co 

3,000,000.00 

2,846,711.29 

5,846,711.29 

7.45% 

Total 

.$24,170,000.00  $54,248,044.09  $78,418,044.09  100.00% 

Resolution  No.  3469  of  the  Board  of  Supervisors,  adopted  August  16,  1937, 
authorized  the  Treasurer  to  enter  into  the  necessary  agreements  as  required 
by  law  for  the  deposit  of  funds  under  his  jurisdiction  and  to  determine  the 
amounts  that  shall  be  deposited  in  either  active  or  inactive  accounts. 

General  Laws,  Deering  Act  2834a,  Fund  Deposit  Law,  reads  in  part  as 
follows : 

“. . . that  such  deposits  shall  not  exceed  the  paid  up  capital,  ex- 
clusive of  reserves  and  surplus  of  any  depositary  bank.” 

The  amounts  deposited  in  the  several  banks  are  within  this  limitation. 

The  market  value  of  bonds  furnished  as  security  for  the  amounts  on  deposit 
with  the  various  banks  amounted  to  $93,860,185.74  as  at  June  30,  1948.  This 
amount  is  considerably  more  than  the  ten  percent  excess  as  required  under 
Section  82  of  the  Charter. 

Cash  on  deposit  in  banks  as  at  June  30,  1948,  as  compared  with  the  par 
value  and  market  value  of  collateral  securities  as  at  that  date,  follows: 

Bank  Balances : 

Treasurer’s  bank  balances $78,418,044.09 

Items  in  transit 138,237.77 


Balance  per  banks $78,556,281.86 

Collateral  securities: 

Par  value $88,734,000.00 


Market  value 


.$93,860,185.74 
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i Cash  on  deposit  in  banks  at  the  close  of  business  June  30,  1948,  was  recon- 
ciled with  the  Treasurer’s  ledger  balances  and  was  confirmed  direct  by  the 
several  depositaries. 

Cash  on  deposit  in  banks  in  inactive  accounts  at  the  close  of  business 
June  30,  1948,  was  further  evidenced  by  Certificates  of  Deposits  on  hand 
■'  with  the  Treasurer  as  follows : 


No.  Date  Bank  Amount  int.  Kate 

113  1-  1-48  American  Trust  Co $ 750,000.00  % of  1% 

f 118  3-18-48  American  Trust  Co 2,000,000.00  % of  1% 

112  1-  1-48  Anglo  Calif.  National  Bank 750,000.00  % of  1% 

111  1-  1-48  Anglo  Calif.  National  Bank 3,000,000.00  % 0f  1% 

117  3-17-48  Anglo  Calif.  National  Bank 2,500,000.00  % 0f  1% 

109  1-  1-48  Bank  of  America 750,000.00  % of  1 % 

110  1-  1-48  Bank  of  America 70,000.00  % of  1% 

108  1-  1-48  Bank  of  America 2,900,000.00  % of  1% 

- 121  4-  1-48  Bank  of  America  (Special) 5,000,000.00  1% 

119  3-22-48  Bank  of  America 1,500,000.00  % of  1% 

, 101  10-  4-47  Bank  of  Montreal 500,000.00  % of  1% 

: 122  6-25-48  Bank  of  Canton 200,000.00  % of  1% 

f 103  12-  9-47  Canadian  Bank  of  Commerce..  500,000.00  % of  1% 

114  1-  1-48  Crocker  First  National  Bank..  250,000.00  % 0f  1% 

116  3-16-48  Pacific  National  Bank 500,000.00  % of  1% 

115  2-16-48  Wells  Fargo  Bank  & Union  Tr.  1,000,000.00  % of  1% 

120  3-19-48  Wells  Fargo  Bank  & Union  Tr.  2,000,000.00  % of  1% 


30  Days 
30  Days 
60  Days 
60  Days 
60  Days 
30  Days 
30  Days 
30  Days 
4-1-49 
30  Days 
30  Days 
90  Days 
30  Days 
30  Days 
30  Days 
30  Days 
30  Days 


Total $24,170,000.00 


The  deposit  agreements  were  approved  as  to  form  by  the  City  Attorney. 

(The  securities  deposited  thereunder  were  also  approved  by  the  City  Attorney 
and  Treasurer. 

i In  reconciling  the  bank  accounts,  it  was  noted  that  the  following  checks, 
drawn  by  the  Treasurer  against  the  Bank  of  America,  remain  outstanding: 


Check  No.  ■ Date  Payee  Amount 

35204  Mar.  5,  1946  Bartolomeo  Mondino $826.84 

32652  Dec.  20,  1944  Harry  Ballard 50.00 


I According  to  the  Treasurer,  the  check  issued  to  Mr.  Mondino  was  in  pay- 

Iment  of  salary  warrants.  Several  letters  were  written  requesting  him  to  cash 
the  check.  At  a later  date,  he  presented  the  check  to  a bank  for  payment. 
Because  of  the  age  of  the  check,  the  bank  telephoned  the  Treasurer  and  was 
told  to  ask  Mr.  Mondino  to  call  the  the  Treasurer’s  office  and  receive  a new 
check  for  the  old  one.  He  has  not  been  heard  from  since. 

The  check  issued  to  Harry  Ballard  covered  a refund  of  Municipal  Court  bail 
(Controller’s  No.  43833).  According  to  information  received,  Mr.  Ballard 
was  a Marine  in  the  last  war  and  was  last  reported  in  the  Pacific. 

I The  Treasurer  stated  that  he  will  request  the  City  Attorney  to  render  an 
| opinion  as  to  the  proper  disposition  of  these  two  outstanding  checks. 

Cash  Received  after  June  30,  1948,  applied  to  1947-1948— $691,943.37 
t This  amount  represents  collections  made  by  various  city  and  county  de- 
• partments  pertaining  to  transactions  prior  to  the  close  of  business  June  30, 
;1948,  and  deposited  with  the  Treasurer  July  1,  2 and  3,  1948. 

SECURITIES— $145,736,889.00 

J , Securities  in  the  custody  of  the  Treasurer  were  examined  and  verifications 
imade  as  hereinafter  reported.  All  securities,  except  collateral  securities  de- 
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posited  by  banks,  are  held  in  the  joint  custody  vault  of  the  Treasurer  anc 
Controller.  The  total  par  value  of  securities  with  which  the  Treasurer  was 
chargeable  as  at  June  30,  1948,  is  summarized  as  follows: 

Securities  charged  to  the  Treasurer  by  the  Controller: 

Bonds  Par  Value 


Employees’  Retirement  System $ 56,502,112.50 

Bequest  and  Trust  Funds 378,000.00 

Deposit  on  Leases 122,750.00 

Corporate  Stock 

Bequest  Funds  ........... ......... 26.50 


Total  Securities  Charged  to  the  Treasurer  by 

the  Controller $ 57,002,889.00  $ 57,172,757.7( 


Securities  not  charged  to  the  Treasurer  by  the  Controller: 

Par  Value  Market  Value 

Collateral  Securities  Deposited  by  Banks — 

Bonds  .'...$  88,734,000.00  $ 93,860,185.74 


Total  Securities  accounted  for  by  the  Trea- 
surer—June  30,  1948 $145,736,889.00  $151,032,943.5C 


Employees’  Retirement  System  Bonds — Par  Value  $56,502,112.50 

Verification  by  physical  inspection  was  made  as  at  June  30,  1948,  in  con- 
junction with  representatives  of  Joseph  Froggatt  & Co.,  Inc.,  engaged  for 
this  year’s  audit  of  the  Employees’  Retirement  System.  A detailed  list  of  tlu 
securities  examined  is  in  the  work  papers  covering  this  audit  but  has  not 
been  included  as  a part  of  this  report  due  to  the  large  number  and  variety 
of  bonds. 

Pursuant  to  the  Controller’s  instructions  dated  August  15,  1940,  bonds  and 
coupons  maturing  during  the  fiscal  year  were  examined  and  checked  by  the 
Controller’s  Division  of  Accounts  and  Reports  and  released  to  the  Treasurei 
for  collection.  Reports  reflecting  monthly  collections  were  prepared  by  the 
Controller’s  Division  of  Accounts  and  Reports  and  transmitted  to  the  Em- 
ployees’ Retirement  Board,  as  requested  in  memorandum  dated  August  8 
1933,  from  Mr.  Ralph  Nelson,  then  Secretary-Actuary. 

The  par  value  of  bonds  as  at  June  30,  1948,  was  confirmed  from  the  Con- 
troller’s records  and  schedule  submitted  by  the  Employees’  Retirement  Board. 

Accountability  for  securities  as  at  June  30, 1948,  was  established  as  follows: 
Par  value  of  securities  in  joint  custody  vault  June  30,  1948, 

counted  and  examined $56,499,762.50 

Securities  maturing  July  1,  1948,  removed  from  the  joint 
custody  vault  prior  to  June  30,  1948,  for  collection.  (Col- 
lection and  deposit  with  the  Treasurer  was  verified  from 
the  Controller’s  records) 2,350.00 


Total  par  value  bonds  accounted  for $56,502,112.50 


Total  par  value  per  Retirement  System’s  records,  June  30, 

1948  $56,502,112.50 


Transactions  during  the  fiscal  year,  summarized  from  the  Controller's 
records,  are  as  follows : 


Controller’s 
Book  Value 

$ 56, 668, 710. 3f 
379,203.11 
122,750.0(1 


2, 094.21 
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Par  Value  Bonds : 

On  hand  July  1,  1947,  per  Annual  Audit  Report $50,491,425.00 

Purchased  during  the  fiscal  year  1947-1948 6,124,000.00 


$56,615,425.00 

Less:  Sold,  Called  or  Matured  during  the  year 113,312.50 


Par  Value  on  hand  June  30,  1948,  per  Retirement  System’s 

Records  $56,502,112.50 


Bequest  and  Trust  Funds — Par  Value  Bonds  $378,000.00 

Bonds  having  a par  value  of  $378,000.00,  together  with  unmatured  coupons 
attached  thereto,  were  examined  and  verified  by  reference  to  the  balances 
as  shown  by  the  Controller’s  records.  Transactions  during  the  fiscal  year 
ended  June  30, 1948,  covered  the  purchase  of  $5,000.00  United  States  Treasury 
Bonds  for  the  Fuhrman  Bequest  Fund.  Southern  Pacific  Company’s  S.  F. 
Terminal  First  Mortgage  Bonds,  par  value  of  $2,000.00,  held  by  the  Panama 
Pacific  Exposition  Trust  Fund  were  called  May  5,  1948.  These  bonds  were 
replaced  by  the  purchase  of  Pacific  Telephone  and  Telegraph  Company’s 
thirty-year  3 %%  debentures  having  a par  value  of  $2,000.00. 

These  transactions  were  verified  by  reference  to  the  authority  therefor  and 
the  examination  of  the  bonds  purchased,  which  were  deposited  with  the 
Treasurer. 

The  collection  of  interest  on  bequest  and  trust  fund  investment  bonds  is 
verified  monthly  by  the  Division  of  Accounts  and  Reports  of  the  Controller’s 
office. 

Bequest  Funds — Corporate  Stock 

Corporate  Stock  par  value  $26.50,  and  having  a book  value  $94.25,  repre- 
senting a part  of  the  assets  of  the  August  Brunetti  Bequest,  and  corporate 
stock  with  no  par  value,  book  value  $2,0000.00,  representing  Llewella  F.  Lewis 
Bequest,  were  examined  and  verified  in  amount  with  the  Controller’s  records. 
Deposit  on  Leases — U.  S.  Treasury  Bonds — $122,750.00 

Bonds  with  a par  value  of  $122,750.00  represent  deposits  held  by  the 
Treasurer  as  security  on  leases  of  City  and  County  property. 

Collateral  Securities — Par  Value  $88,734,000.00 

This  amount  represents  the  par  value  of  bonds  submitted  by  the  several 
depositaries  and  held  by  the  Treasurer  as  collateral,  pursuant  to  provisions 
of  Deering  Act  2834a,  Section  4,  General  Laws.  All  bonds  and  coupons  at- 
tached thereto  were  examined.  Schedules  thereof  were  confirmed  direct  to 
the  Controller  by  the  several  depositaries. 

All  bonds  on  hand  conform  to  the  requirements  of  Deering  Act  2834a,  Gen- 
eral Laws,  as  amended.  Sections  4 and  5 of  this  act  are  quoted  in  part  as 
follows : 

“Such  securities  shall  be  approved  by  the  treasurer  and  attorney  . . . 
political  subdivision  to  an  amount  in  market  value  at  least  ten  per 
cent  in  excess  of  the  amount  on  deposit  with  such  bank  or  banks  . . . 
such  security  or  any  part  thereof  may  be  withdrawn  or  released  on 
written  consent  of  such  treasurer,  and  the  attorney  ...  of  the  political 
subdivision.” 

The  market  value  of  collateral  was  more  than  10  % in  excess  of  the  amount 
of  each  deposit. 

Agreements  pertaining  to  the  deposit  of  county  funds  and  written  consents 
for  the  release  and  exchange  of  securities  were  approved  by  the  Treasurer 
and  the  City  Attorney.  Examination  of  these  documents  indicated  that  the 
procedure  conformed  to  statutory  requirements. 

AUTHORIZED,  UNISSUED  CITY  AND  COUNTY  BONDS 

The  following  bonds  were  authorized  by  the  voters  at  elections  held  on 
dates  indicated.  Transactions  since  the  date  of  authorization  are  summarized 
as  follows : 
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UNISSUED 
June  30,  1948 

Juvenile  Home  and  Court  Bonds — 1944 


Authorized  November  7,  1944  $ 1,250,000.00 

Sold:  August  31,  1946 150,000.00 


$ 1,100,000.00 

Sewer  Bonds — 1944 

Authorized  November  7,  1944  $12,000,000.00 

Sold:  February  28,  1946 $4,000,000.00 

Sold:  March  15,  1948 8,000,000.00  12,000,000.00 


Airport  Bonds — 1945 

Authorized  November  6,  1945  $20,000,000.00 

Sold:  March  31.  1936 $5,000,000.00 

Sold:  July  15,  1946 2,000,000.00 

Sold:  December  16,  1946 8,500,000.00 

Sold:  March  15,  1948 2,000,000.00  17,500,000.00 


Street  Improvement  Bond — 1947 


Authorized  November  4,  1947  $22,850,000.00 

Sold:  March  15,  1948 3,000,000.00 


Municipal  Railway  Rehabilitation  Bond — 1947 


Authorized  November  4,  1947  $20,000,000.00 

Sold:  February  2,  1948 6,500,000.00 


Hetch  Hetchy  Water  Bond— 1947 

Authorized  November  4,  1947  $25,000,000.00 

Sold:  March  15,  1948 7,500,000.00 


13,500,000.00 


?: 


Market  Street  Railway  Refinancing  Bond — 1947 


Authorized  November  4,  1947  $ 2,200.000.00 

Sold:  May  7,  1948 1,950,000.00 


Recreation  Bond — 1947 

Authorized  November  7,  1947  $12,000,000.00 

Off-Street  Parking  Bond — 1947 

Authorized  November  7,  1947  $ 5,000,000.00 

Juvenile  Court  and  Detention  Home  Bond — 1948 

Authorized  June  1,  1948 $ 2,750,000.00 

Sewage  Treatment  Bond — 1948 

Authorized  June  1,  1948 $15,000,000.00 


250,000.00 

12,000,000.00 

5.000. 000.00 

2.750.000. 00 
15,000,000.00 


Total  Authorized  but  Unissued — June  30,  1948. 


.$89,450,000.00 


Unissued  bonds  in  the  amount  of  $89,450,000  reflected  above  are  not  charged 
to  the  Treasurer  but  are  reflected  on  the  books  of  the  Controller. 

It  is  the  practice  of  the  Treasurer  to  order  the  printing  of  bonds  only  when 
a sale  has  been  authorized  by  the  Board  of  Supervisors.  No  evidence  was 
found  that  the  Treasurer  deviated  from  his  usual  practice  in  respect  to  bonds 
of  the  above  issues. 
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FISCAL  AGENT— NEW  YORK 

Bill  No.  1233,  Ordinance  No.  1184,  designates  the  National  City  Bank  of 
New  York  as  the  Fiscal  Agent  of  the  City  and  County  of  San  Francisco  for 
the  purpose  of  providing  payments  in  the  City  of  New  York  of  principal  and 
interest  on  bonds  issued  by  the  City  and  County  of  San  Francisco,  and  pro- 
vides for  the  compensation  of  said  fiscal  agent. 

Transactions  with  the  Fiscal  Agent  during  the  fiscal  year  1947-1948  were 
reviewed.  Bonds  and  coupons  paid  by  the  Fiscal  Agent  were  verified  against 
the  Controller’s  records  and  confirmed  direct  to  this  office  by  the  National 
City  Bank.  Compensation  paid  the  National  City  Bank  was  verified;  the 
amount  paid  is  reflected  as  follows : 

Bonds  and  coupons  paid  by  the  Fiscal  Agent  during  1947-1948: 


Par  Value  Rate  Amount 

Bonds  $3,380,000.00  1/20  of  1%  $1,690.00 

Coupons  (105,211) 2,176,712.50  4c  each  4,208.44 

Total $5,556,712,50  $5,898.44 


UNITED  STATES  SAVINGS  BONDS 

Purchase  of  United  States  Savings  Bonds  by  City  and  County  employees 
under  the  payroll  allotment  plan  was  authorized  by  the  Board  of  Supervisors 
by  Resolution  No.  2666,  adopted  June  1,  1942.  In  addition,  bonds  were  pur- 
chased for  employees  upon  the  deposit  of  the  full  bond  purchase  price,  as 
authorized  by  Resolution  No.  3786,  adopted  January  17,  1944. 

The  total  bonds  purchased  by  the  Treasurer  for  City  and  County  employees 
is  shown  in  the  following  summary : 

Issue  Values 

Purchases  Total  "E"  Bonds  Others 

Prior  to  July  1,  1947 $3,563,429.00  $3,484,030.50  $79,398fl0 

Purchased  during  1947-1948 452,062.50  452,062.50 


Total  to  June  30,  1948 S4.015.491.50  $3.936.093.00  $79.398.50 

The  amount  of  bonds  purchased  by  the  Treasurer  during  the  fiscal  year 
was  reconciled  with  the  Controller’s  records.  There  were  no  United  States 
Savings  Bonds  on  hand  with  the  Treasurer  as  at  June  30,  1948,  nor  were  any 
charged  to  the  Treasurer  by  the  Controller  on  that  date.  However,  the  amount 
of  accumulated  cash  on  hand  with  the  Treasurer  for  the  purchase  of  bonds 
for  future  delivery  amounted  to  $21,815.96. 

REVENUES  AND  EXPENDITURES 

Revenues  and  expenditures  of  the  Treasurer’s  office  for  the  fiscal  year 
under  review  are  compared  with  the  preceding  fiscal  year  as  follows : 

1947-1948  1946-1947 

Revenues  (derived  through  the  operation  of  the 


Treasurer’s  office)  ....$96,793.97  $60,447.20 

Expenditures  and  Encumbrances 76,410.55  78,868.88 


Excess  of  Revenues  over  Expenditures $20,383.42 

Tax-Supported  Expenditures $18,421.68 


Revenues — $96,793.97 

Operating  revenues  collected  by  the  Treasurer  during  the  fiscal  year  1947- 
1948,  as  compared  with  those  for  the  preceding  year,  are  summarized  from 


the  Controller’s  records  as  follows: 

1947-1948  1946-1947 

Interest  on  inactive  bank  accounts $74,723.50  $42,164.37 

Commissions  on  inheritance  tax  collections 22,013.50  17,763.83 

Duplicate  “Inheritance  Tax  Receipt”  fees... 30.00  15.00 

Conscience  Money 26.97  504.00 


Total $96,793.97  $60,447.20 
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Total 

Duplicate  “Inheritance  Tax  Receipts”  fees — $30.00 

A fifty-cent  fee  is  charged  by  the  Treasurer  for  issuing  duplicate  receipts 
for  inheritance  tax  as  prescribed  by  Section  10  of  the  Inheritance  Tax  Act  of 
1935.  The  collection  and  deposit  of  this  fee  is  subject  to  the  Controller’s  pre- 
scribed revenue  procedure  and  is  currently  audited  by  the  Controller’s  General 
Office.  Deposit  of  fees  was  verified  against  the  Controller’s  records. 
Conscience  Money — $26.97 

science  r 


Annrofelns  Aooronriation* 
1947-1948  as  Modified 


$77,835.69 


Total. 


i pill 
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Permanent  Salaries — $65,263.66 

The  1947-1948  Salary  Ordinance,  Bill  No.  4752,  Ordinance  No.  4475,  Section 
8,  provides  for  employments  in  the  Treasurer’s  office  at  rates  not  exceeding 
the  following: 


Employ- 
ments Class 


Monthly  Employment 


Z7 

BIO 

B14 

B102 

B104 

B108 

B222 

B234 

B408 


Treasurer  

Accountant 

Senior  Accountant 

Teller  

Senior  Teller 

Cashier  “A” 

General  Clerk 

Head  Clerk 

Gen.  Clerk-Stenographer 


.$  833.33  Elective 
. 315-375  Civil  Service 
. 385-460 
. 230-290 
. 275-345 
. 385-469 
. 185-230 
. 275-345 
. 185-230 


B222  General  Clerk  was  increased  from  3 to  4 employments  November  17, 

1947,  by  Bill  No.  4979,  Ordinance  No.  4700. 

Examination  of  the  department’s  timerolls  for  the  period  ended  June  30, 

1948,  indicated  that  employments  reported  thereon  did  not  exceed  the  number 
and  amount  provided  for  each  classification  by  the  Annual  Appropriation 
Ordinance,  as  amended. 


Other  Expenditures — $11,146.89 

Expenditures  made  from  other  appropriations  in  the  amount  reflected 
above  for  the  operation  of  the  Treasurer’s  office  during  the  fiscal  year  1947- 
1948  were  audited  currently  by  the  Controller’s  General  Office. 

Examination  by  test  check  of  vouchers  indicated  that  the  procedure  fol- 
lowed was  in  conformity  with  Bill  No.  76,  Ordinance  No.  9.8061  (Codified  as 
Sections  103  to  124  inclusive,  Part  I of  the  Municipal  Code) . 

SURETY  BONDS  AND  INSURANCE 

The  blanket  bond  covers  3 general  clerks,  whereas  4 general  clerks  are 
actually  employed.  It  is  suggested  that  all  of  the  employments  be  reviewed 
to  determine  which  should  be  covered  for  faithful  performance  in  addition  to 
fidelity. 

The  Treasurer’s  office  carries  no  burglary  or  robbery  insurance  either  as 
to  inside  or  outside  risks.  This  matter  has  been  reviewed  from  time  to  time. 
Each  time,  a decision  has  been  reached  that,  in  view  of  the  physical  facilities 
existing  in  the  treasury,  the  additional  protection  afforded  by  such  insurance 
was  not  sufficient  to  justify  the  cost  thereof.  As  to  outside  risks,  the  banks 
provide  their  own  messenger  service.  The  duly  authorized  bank  messengers 
deliver  and  receive  from  the  treasury.  The  outside  risk  is,  therefore,  that  of 
the  banks  and  not  of  the  Treasurer.  All  checks  for  deposit  are  micro-filmed 
for  identification  before  being  delivered  to  the  bank  messenger. 

COMMENT 

The  records  maintained  in  the  Treasurer’s  office  appear  to  be  in  order.  All 
information  requested  was  made  available  through  the  courtesy  and  coopera- 
tion of  the  Treasurer  and  his  staff  during  the  course  of  the  audit. 


Respectfully  submitted, 


W.  L.  WATERHOUSE, 
Supervisor,  General  Audits 


Water  Department 

San  Francisco,  California 


Report  on  Examination  of  Accounts 
For  the  Fiscal  Year  Ended  June  30,  1948 
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Skinner  & Hammond 

CERTIFIED  PUBLIC  ACCOUNTANTS 
One  Eleven  Sutter 
San  Francisco  4 

October  15,  1948 

Honorable  Harry  D.  Ross,  Controller, 

City  and  County  of  San  Francisco, 

San  Francisco,  California. 

Dear  Sir: 

In  accordance  with  your  instructions,  and  under  the  terms  of  an  agreement 
with  you  dated  July  7,  1948,  we  have  examined  the  balance  sheet  of  the  San 
Francisco  Water  Department  as  of  June  30, 1948,  and  the  statement  of  income 
and  surplus  for  the  year  then  ended,  have  reviewed  the  system  of  internal  con- 
trol and  the  accounting  procedures  of  the  Department  and,  without  making  a 
detailed  audit  of  the  transactions,  have  examined  or  tested  accounting  records 
and  other  supporting  evidence  by  methods  and  to  the  extent  we  deemed  appro- 
priate. Our  examination  was  made  in  accordance  with  generally  accepted 
auditing  standards  applicable  in  the  circumstances  and  included  all  proce- 
dures which  we  considered  necessary. 

Our  report,  program,  and  working  papers  in  connection  with  this  examina- 
tion have  been  made  available  to  Mr.  David  Supple,  consultant  and  statis- 
tician for  the  Grand  Jury. 

We  submit  herewith  the  report  of  our  examination  which  includes  the  fol- 
lowing Exhibits  and  Schedule : 

Exhibit  A — Statement  of  Income  for  the  years  ended  June  30, 

1948  and  1947. 

Exhibit  B — Statement  of  Surplus  for  the  year  ended  June  30, 

1948. 

Exhibit  B-l — Summary  of  Surplus  Account  from  March  3,  1930 
to  June  30,  1948. 

Exhibit  C — Balance  Sheet  as  of  June  30,  1948. 

Schedule  1 — Statement  of  Operating  Expenses  for  the  years 
ended  June  30,  1948  and  1947. 

OPERATIONS 

Net  income  for  the  year  ended  June  30,  1948,  amounted  to  §1,888,394.85  as 
shown  by  the  Statement  of  Income,  Exhibit  A,  appended  hereto.  A condensed 
comparative  statement  of  income  for  the  years  ended  June  30,  1948  and  1947 
is  presented  below: 


Comparative  Income  Account 


Sale  of  water 

Operating  expenses,  including 
depreciation 

Operating  income 

Other  income — net 


Bond  interest 


Year  Er 

ided  June  30. 

Increase 

1948 

1947 

Decrease* 

..$10,029,017.95 

$9,934,310.83 

$ 94,707.12 

..  7,101,247.66 

6,895,066.12 

206,181.54 

..$  2,927,770.29 

$3,039,244.71 

$111,474.42* 

139,887.90 

152,272.09 

12,384.19* 

$ 3,067,658.19 

$3,191,516.80 

$123,858.61* 

..  1,179,263.34 

1,246,783.33 

67,519.99* 

.$  1.888,394.85  $1,944,733.47  $ 56,338.62* 


Net  income. 
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The  decrease  in  operating  income  in  the  amount  of  $111,474.42,  as  shown  by 
the  foregoing  tabulation,  arises  from  an  increase  of  $206,181.54  in  operating 
expenses,  as  compared  with  increased  revenue  from  water  sales  in  the  amount 
of  $94,707.12.  The  principal  items  of  increase  and  decrease  in  operating  ex- 
penses are  summarized  as  follows : 


Increases  in  Operating  Expenses: 

Repairs: 

Buildings,  fixtures,  and  grounds $47,564.92 

Surface  facilities 19,206.48 

Pumping  equipment 8,916.89 


$ 75,688.29 

Power — pumping  . 86,554.06 

Operating  supplies  and  expense : 

Source  of  water  supply $ 8,849.44 

Pumping 13,631.71 

Purification  13,634.51 

Transmission  and  distribution 25,790.96 

Administrative  and  general 20,187.51 


82,094.13 

Property  taxes  (outside  San  Francisco) 43,330.31 

Retirement  system  contributions 33,271.84 

Other  items — net 83,450.91 


$404,389.54 

Less — Decreases  in  Operating  Expenses : 

Decrease — standby  charge  and  purchase  of  water — 

Hetch  Hetchy  Water  Supply  and  Power  Project..  198,208.00 


Net  increase  in  operating  expenses $206,181.54 


It  will  be  noted  that  water  sales  outside  San  Francisco,  as  shown  by  Exhibit 
A,  increased  $125,729.55,  while  sales  in  the  San  Francisco  District  were 
$31,451.84  less  than  during  the  preceding  year.  This  decrease  is  primarily 
attributable  to  a reduction  in  water  sales  to  large  commercial  and  industrial 
consumers,  which  more  than  offset  the  increase  in  residential  consumption. 
Further  comments  with  regard  to  this  decrease  will  be  found  in  connection 
with  statistical  data  regarding  water  consumption  presented  hereinafter. 

The  following  statistics,  taken  from  data  maintained  by  the  Water  Depart- 
ment, reflect  the  expansion  of  facilities  and  service  which  have  occurred 
during  the  last  five  years : 

June  30, 


1948  1947 

Number  of  Consumers: 

San  Francisco  District 141,703  138,178 

Suburban  Districts 1,002  980 


1946 

135,072 

693 


1945 

131,313 

681 


1944 

129,478 

692 


Total  142,705  139,158 

Metered  deliveries  (million 
cubic  feet) : 

San  Francisco  District 3,433.4  3,479.2 

Suburban  Districts,  including 
free  deliveries  under 

riparian  contracts 1,070.2  985.3 


..  4,503.6  4,464.5 


135,765 

3.538.6 

877.0 

4.415.6 


131,994 

3,373.2 

771.3 

4,144.5 


130,170 

3,071.5 

655.6 

3,727.1 


Total 
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It  appears  from  the  foregoing  that,  while  there  has  been  a steady  increase 
in  the  number  of  both  urban  and  suburban  consumers  during  the  past  five 
years,  consumption  in  the  San  Francisco  District  has  actually  diminished 
during  the  fiscal  years  ended  June  30,  1947  and  1948,  as  compared  with  that 
for  the  fiscal  year  ended  June  30,  1946.  We  were  informed  by  officers  of  the 
Water  Sales  Division  that  this  decrease  arises  primarily  from  the  reduction 
in  requirements  of  war  plants  and  Army  and  Navy  facilities  as  a result  of 
cessation  of  hostilities. 

It  is  our  understanding  that  the  amount  paid  to  Hetch  Hetchy  Water 
Supply  and  Power  Project  for  water  purchased  during  the  fiscal  year  under 
review  was  in  substantial  compliance  with  the  provision  of  Section  130  of 
the  City  Charter  which  provides  that  rates  charged  by  a public  utility  shall 
be  sufficient  to  render  the  utility  self-supporting.  Section  122  of  the  City 
Charter  stipulates  that  the  Hetch  Hetchy  Water  Supply  and  Power  Project 
shall  be  merged  with  the  San  Francisco  Water  Department  on  completion 
of  the  former.  We  have  been  informed  by  the  City  Attorney  that  the  Project 
has  not  been  completed  as  of  the  date  of  this  report. 

Section  64  of  the  City  Charter  provides  that  the  accounts  of  each  utility 
shall  be  maintained  in  such  manner  as  to  reflect  estimates  of  the  amount  of 
taxes  chargeable  against  property  and  revenue  of  the  utility  if  the  latter  were 
privately  owned  and  operated.  We  were  advised  by  officers  of  the  Water 
Department  that  strict  compliance  with  this  section  is  not  practicable  inas- 
much as  essential  data  as  to  assessed  valuation  of  related  property  within 
San  Francisco  is  not  available.  In  addition  thereto,  compliance  with  the 
statute  would  require  estimates  of  the  many  taxes  to  which  the  Water 
Department  would  be  subject  if  privately  owned. 

The  Water  Department  has  therefore  limited  its  compliance  with  this 
Charter  requirement  by  maintaining  records  of  water  delivered  without 
charge  to  various  Municipal  departments,  the  value  of  which  is  computed  at 
regular  metered  rates.  These  deliveries  amounted  to  $585,559.09  for  the  fiscal 
year  ended  June  30,  1948,  as  compared  with  $585,040.52  for  the  previous 
fiscal  year.  These  amounts  are  not  reflected  on  the  Statement  of  Income, 
Exhibit  A,  attached. 

Taxes  paid  to  other  cities  and  counties  by  the  San  Francisco  Water  Depart- 
ment and  included  in  operating  expenses  amounted  to  $375,022.57  of  which 
$63,565.46  represented  special  assessments  and  water  rights  paid  under 
protest. 

At  a special  election  held  on  November  4,  1947,  the  voters  of  the  City  and 
County  of  San  Francisco  authorized  a bond  issue  in  the  amount  of  $25,000,000, 
the  proceeds  to  be  used  for  the  construction  of  additional  pipelines  across  the 
San  Joaquin  Valley  and  around  the  southerly  end  of  San  Francisco  Bay  to 
San  Francisco  in  order  to  augment  and  improve  the  existing  water  supply. 
The  Board  of  Supervisors,  under  date  of  February  2,  1948,  authorized  sale  of 
these  bonds  in  the  aggregate  amount  of  $7,500,000  to  finance  expenditures 
recommended  by  resolution  of  the  Public  Utilities  Commission.  A separate 
fund  has  been  established  to  account  for  the  proceeds  from  sale  of  these  bonds 
and  subsequent  expenditures  therefrom.  The  records  of  this  fund  were  exam- 
ined by  other  certified  public  accountants. 

The  amount  of  $5,886.54,  representing  the  San  Francisco  Water  Depart- 
ment’s allocated  share  of  interest  accrued  on  these  bonds  to  June  30,  1948, 
is  shown  as  a contribution  to  the  1947  Hetch  Hetchy  Water  Bond  Fund  on 
the  Statement  of  Surplus,  Exhibit  B,  accompanying  this  report. 

FINANCIAL  POSITION 

The  financial  position  of  the  San  Francisco  Water  Department  at  June  30, 
1948,  is  presented  on  Exhibit  C,  attached,  and  is  summarized  and  compared 
with  the  position  at  June  30,  1947,  in  the  following  statement: 
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ASSETS 


June  30, 


Plant,  property,  rights,  etc.  (net) . 
Cash  on  deposit  with  Treasurer.... 

Revolving  fund 

Accounts  receivable,  less  reserve... 

Interfund  accounts  receivable 

Deferred  charges 

Total 


LIABILITIES 


Bonded  debt 

Bond  interest  payable 

Accounts  payable  and  commitments 

Consumers’  deposits  and  construction  advances 

Interfund  accounts  payable 

Reserve  for  workmen’s  compensation  insurance 

Deferred  credits i.;* 

Surplus  Hk— 


Total. 


1948 

$48,150,447.72 

5,950,461.18 

30,000.00 

709,817.71 

31,536.01 

1,504,252.93 

1947 

$46,808,687.72 

7,121,296.22 

30,000.00 

754,502.68 

33,048.14 

1,851,426.77 

$56,376,515.55 

$56,598,951.53 

$26,382,000.00 

$27,947,000.00 

546,255.00 

577,4:11.66 

1,252,846.35 

1,637,889.54 

262,789.04 

178,408.37 

132,062.44 

476,067.80 

124,225.50 

104,371.53 

31,325.90 

28,409.83 

27,645,011.32 

25,649,402.80 

$56,376,515.55 

$56,598,961.53 

The  following  comments  are  submitted  relative  to  the  items  appearing  on 
the  above  condensed  balance  sheet  as  of  June  30,  1948 : 


ASSETS 

Property,  $48,150,447.72  (net) , is  recorded  at  appraised  values  as  of  Decem- 
ber 31,  1937,  plus  subsequent  additions  at  cost,  with  the  exception  of  the  Bay 
Bridge  Pump  and  Supply  Line  commented  upon  hereinafter.  The  appraisal 
as  of  December  31,  1937,  was  made  by  engineers  of  the  Public  Utilities  Com- 
mission pursuant  to  Section  128  of  the  Charter.  It  is  our  understanding  that 
the  basis  of  the  appraisal  was,  in  general,  cost  at  the  time  the  property  was 
first  devoted  to  public  service.  In  connection  therewith,  the  engineers  esti- 
mated the  useful  life  and  salvage  value  of  each  unit  of  depreciable  property, 
and  the  reserve  for  depreciation  was  adjusted  to  record  depreciation  accrued 
to  December  31, 1937,  based  on  such  estimated  life. 

Under  date  of  August  20,  1947,  Water  Department  engineers  provided  an 
appraisal  of  the  Bay  Bridge  Pump  and  Supply  Line  which  appraisal  reflected 
an  estimated  value  in  the  amount  of  $111,509.00  as  of  January  1,  1938,  to- 
gether with  accrued  depreciation  thereon  to  June  30,  1947,  in  the  amount  of 
$21,185.00.  The  Water  Department  reduced  the  book  value  of  this  water 
system  as  of  June  30, 1947,  in  order  to  conform  to  the  appraisal.  Further  infor- 
mation in  connection  with  this  matter  appears  in  the  prior  year’s  audit  report. 

In  accordance  with  the  recommendation  of  the  Controller’s  Division  of 
Utility  Audits,  the  depreciation  reserve  was  adjusted  as  of  June  30,  1947,  in 
order  to  reflect  the  accumulated  reserve  as  of  that  date  as  computed  on  each 
item  of  depreciable  property.  The  provision  for  depreciation  of  property  dur- 
ing the  year  ended  June  30,  1948,  has  been  recorded  on  a straight  line  basis 
computed  on  each  capital  asset  in  existence  during  the  year  under  review, 
giving  effect  to  additions,  sales,  and  retirements  within  the  period. 

Changes  in  property  and  reserve  for  depreciation  during  the  fiscal  year 
ended  June  30,  1948,  are  summarized  as  follows: 
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Property  in  service : 

Balance,  June  30,  1947 

Additions 

Property 

.$72,976,946.38 
. 1,748,198.83 

Reserve  for 
Depreciation 

$27,530,570.69 

891,767.46 

Net 

Book  Value 

$45,446,375.69 

856,431.37 

$74,725,145.21 

$28,422,338.15 

$46,302,807.06 

Deductions : 

Sales,  retirements,  etc.. 

170,241.27 

70,627.73 

99,613.54 

Balance,  June  30, 1948 

.$74,554,903.94 

$28,351,710.42 

$46,203,193.52 

Property  under  construction: 

Balance,  June  30,  1947 

.$  1,362,312.03 

$ 1,362,312.03 

Additions 

. 2,016,557.24 

2,016,557.24 

$ 3,378,869.27 

$ 3,378,869.27 

Deductions : 

Construction  completed 

and  transferred  to 

property  in  service 

. 1,431,615.07 

1,431,615.07 

Balance,  June  30, 1948 

.$  1,947,254.20 

$ 1,947,254.20 

Total 

.$76,502,158.14 

$28,351,710.42 

$48,150,447.72 

Detail  of  property  additions,  sales,  and  retirements  is  presented  in  the 

following  tabulation: 

Additions : 

Land  

....$  46,121.35 

Buildings  and  structures... 

....  145,145.39 

Source  of  water  supply 

...  985,591.46 

Pumnins-  station  eauimnent 

7,312.63 

Purification  svstem 

11,403.88 

Transmission  and  distribution 

....  460,238.76 

General  equipment 

27,024.69 

Automotive  equipment 

65,360.67 

Total  additions $1,748,198.83 


Sales,  retirements,  etc. : 

Land 

$ 109,803.59 

Source  of  water  supply 

28,369.00 

Pumping  station  equipment 

807.25 

Purification  system 

96.00 

Transmission  and  distribution 

15,730.95 

General  equipment 

1,789.13 

Automotive  equipment 

13,645.35 

Total  sales,  retirements,  etc. 


.$  170,241.27 


Property  under  construction  at  June  30,  1948,  is  summarized  in  the  follow- 
ing tabulation: 


Sunset  Supply  Line $1,252,791.89 

Sutro  Reservoir  Project 241,251.82 

Third  Bay  Division  Pipeline 172,772.65 

Pleasanton  Wells  Supply 105,436.00 

All  other  projects 175,001.84 


Total $1,947,254.20 
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We  inspected  contracts,  purchase  orders,  and  invoices  and  determined  that 
expenditures  were  properly  capitalized.  Major  expenditures  were  approved 
by  the  Public  Utilities  Commission.  The  recorded  sales  and  retirements,  etc. 
consisted  of  land  and  equipment  not  needed  in  operations  and  necessary  re- 
placements of  automotive  equipment. 

Cash  on  deposit,  $5,950,461.18,  represents  the  aggregate  amount  of  all 
funds  of  the  Water  Department  on  deposit  with  the  Treasurer  of  the  City  and 
County  of  San  Francisco.  This  amount  was  verified  by  reference  to  the  report 
of  examination  of  the  Treasurer’s  Office  by  the  Controller  for  the  fiscal  year 
ended  June  30,  1948,  and  was  confirmed  to  us  by  other  certified  public  ac- 
countants engaged  in  examination  of  the  Controller’s  accounts.  Detail  of  this 
amount,  segregated  by  funds,  is  as  follows : 


Operating  fund $ 695,275.20 

Reconstruction  and  replacement  fund 747,298.82 

Extension  reserve  fund 1,160,108.17 

Water  works  system  bond  fund,  1942 1,250,000.00 

Bond  interest  fund,  1928  issue 531,855.00 

Bond  redemption  fund,  1928  issue 1,010,000.00 

Bond  interest  fund,  1933  issue 3,160.00 

Bond  redemption  fund,  1933  issue 584.26 

Land  purchase  fund 552,179.73 


Total $5,950,461.18 


The  composition  of  the  revolving  fund  of  $30,000.00  at  June  30,  1948,  was 
as  follows : 

Cash  in  banks $ 7,095.09 

Water  sales  change  and  petty  cash  funds 3,575.00 

Disbursements  awaiting  reimbursement 18,854.91 

Disbursement  refused  reimbursement  by  Controller....  475.00 


Total $30,000.00' 


Cash  in  banks,  $7,095.09,  was  confirmed  by  direct  correspondence  with  the 
depositaries  and  cash  on  hand  was  counted  during  the  course  of  our  exami- 
nation. Disbursements  awaiting  reimbursement  have  been  recorded  in  the 
accounts  by  crediting  accounts  payable  pending  reimbursement  by  the  Con- 
troller. 

Accounts  receivable  amounting  to  $709,817.71  consisted  of  the  following 


items : 

Consumers’  accounts  receivable .4,':.. $724,476.51 

Less  reserve.for  doubtful  accounts 49,064.10 


$675,412.41 

Other  accounts  receivable: 

Walnut  Growers’  Association $ 5,906.84 

Lessees  4,896.56 

Miscellaneous  23,601.90 


Total. 


34,405.30 

$709,817.71 


Consumers’  accounts  receivable  include  accounts  aggregating  $3,821.31 
subject  to  more  than  the  usual  routine  collection  procedure  but  not  neces- 
sarily uncollectible.  We  reviewed  the  accounts  as  to  collectibility  and  com- 
municated by  mail  with  all  consumers  whose  delinquent  balances  exceeded 
$50.00  at  June  30,  1948.  On  the  basis  of  such  review,  the  reserve  for  doubtful 
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consumers’  accounts  appears  to  be  more  than  adequate.  Changes  in  the 


reserve  during  the  year  are  summarized  as  follows : 

Balance,  June  30,  1947 $47,125.54 

Provision  for  doubtful  accounts 3,600.00 

Collection  of  accounts  previously  charged  off 478.65 


$51,204.19 

Less: 

Accounts  charged  off  as  uncollectible 2,140.09 


Balance,  June  30,  1948 $49,064.10 


The  amount  due  from  the  Walnut  Growers’  Association  consists  principally 
of  proceeds  withheld  from  sales  of  walnuts  from  the  Department’s  orchards. 
These  funds  are  used  by  the  Association  for  operating  purposes  and  are  not 
currently  collectible.  Accounts  receivable  from  lessees  in  the  amount  of 
$428.12  were  charged  to  Surplus  as  uncollectible  during  the  year  ended  June 
30,  1948.  Miscellaneous  accounts  receivable  includes  a balance  of  $19,721.10 
due  from  the  Board  of  State  Harbor  Commissioners  as  pro  rata  cost  for 
installation  of  16  inch  and  8 inch  mains  on  State  property  at  Third  and  Islais 
Streets,  San  Francisco.  Under  the  terms  of  an  agreement  entered  into  by 
the  Public  Utilities  Commission  of  the  City  and  County  of  San  Francisco 
with  the  Board  of  State  Harbor  Commissioners  on  April  18,  1947,  the  State 
is  to  be  reimbursed  for  a portion  of  this  cost  out  of  the  proceeds  from  sale  of  i 
water,  in  excess  of  a stipulated  amount,  delivered  through  these  mains.  This  4 
amount  of  $19,721.10  is  also  included  under  the  caption  Deferred  Credits  on 
the  attached  balance  sheet  and  was  confirmed  by  correspondence  with  the 
Board  of  State  Harbor  Commissioners. 

We  were  informed  that  no  losses  are  anticipated  in  the  collection  of  the 
lessees’  and  miscellaneous  accounts  receivable. 

Interfund  accounts  receivable  consisted  of  the  following: 


Municipal  Railway $24,809.55 

San  Francisco  Airport 6,726.46 

Total $31,536.01 


The  amount  due  from  the  Municipal  Railway  consists  primarily  of  advances 
for  purchase  of  insurance  as  the  Water  Department  contracted  for  the  major 
portion  of  the  outside  insurance  carried  by  all  utilities.  This  balance  was 
confirmed  by  other  certified  public  accountants  engaged  in  examination  of 
the  accounts  of  the  Municipal  Railway.  The  amount  due  from  the  San  Fran- 
cisco Airport,  representing  various  services  performed  on  its  behalf  by  the 
Water  Department,  was  confirmed  by  the  Controller’s  office. 

Deferred  charges  are  summarized  in  the  following  tabulation : 


Materials  and  supplies $ 699,535.24 

Commitments — outside  vendors 673.389.66 

Commitments — interfund  7,265.00 

Deposit — Rights-of-way  89,925.00 

Other  34,138.03 


Total $1,504,252.93 


A physical  inventory  of  materials  and  supplies  was  taken  by  employees  of 
the  Water  Department  on  or  about  May  26,  1948,  and  was  reconciled  to  the 
inventory  as  shown  by  the  books  at  May  31,  1948.  A net  decrease  of  $1,198.76 
in  the  book  inventory  resulted  from  adjustment  for  discrepancies  disclosed 
by  the  Department’s  actual  count.  We  reviewed  the  accounting  for  transac- 
tions between  the  date  of  the  physical  inventory  and  June  30,  1948.  We  also 
reviewed  the  physical  inventory  records,  procedures,  and  pricing,  and  tested 
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computations  and  footings  to  the  extent  necessary  to  establish  the  arith- 
metical accuracy  of  the  inventory. 

Physical  quantities  were  verified  by  test  counts  subsequent  to  June  30, 
1948.  Quantities  counted  were  compared  with  perpetual  inventory  records 
and  accounting  procedures  relating  to  the  maintenance  thereof  were  re- 
viewed. As  a result  of  various  differences  disclosed  by  the  audit,  a further 
adjustment  was  made  decreasing  the  book  inventory  as  of  June  30,  1948,  by 
the  additional  amount  of  $23,301.13. 

Materials  and  supplies  are  summarized  as  follows : 

Ordinary  maintenance,  extension,  and  service  items..$649, 452.37 
Usable  materials  left  over  from  pipeline  construction 

projects  13,332.17 

Segregated  surplus  materials  and  equipment  held  for 

sale  36,750.70 


Total $699,535.24 


We  were  advised  that  no  further  sales  of  items  held  for  sale,  in  the  amount 
of  $36,750.70,  were  anticipated,  but  that  the  majority  of  this  inventory  would 
probably  be  consumed  in  extension  or  new  construction  projects. 

Commitments  to  outside  vendors,  aggregating  $673,389.66,  represent  con- 
tracts, purchase  orders,  and  other  evidences  of  encumbrances,  as  shown  by 
the  Controller’s  records,  for  which  related  goods  and  services  had  not  been 
received  as  of  June  30, 1948.  The  contra  liability  appears  on  the  balance  sheet 
under  the  caption  “Accounts  -Payable  and  Commitments.” 

Commitments — interfund,  amounting  to  $7,265.00,  represent  outstanding 
orders  for  work  to  be  performed  by  other  City  Departments  for  the  Water 
Department.  The  contra  liability  appears  on  the  balance  sheet  under  the 
caption  “Interfund  Accounts.” 

Detailed  information  regarding  the  amount  of  $89,925.00  deposited  with  the 
Superior  Court  of  the  State  of  California  in  and  for  the  County  of  San  Mateo 
by  the  Department  in  connection  with  a condemnation  suit  filed  by  the  City 
and  County  of  San  Francisco  against  Cypress  Abbey  Co.,  et  al.,  will  be  found 
in  our  subsequent  comments  herein  relating  to  direct  or  contingent  liabilities 
of  the  Water  Department  arising  from  litigation  pending  as  of  June  30,  1948. 

Other  deferred  charges,  in  the  amount  of  $34,138.03,  consist  primarily  of 
the  Department’s  own  manufactured  parts  in  process  and  installations  for 
special  types  of  service  for  consumers  not  completed  at  June  30,  1948. 


LIABILITIES 

Bonded  debt  at  June  30,  1948,  is  analyzed  as  follows: 


Matured $ 10,000.00  $ 10,000.00  $ 

Due  1948-1949 1,563,000.00  1,000,000.00  563,000.00 

Due  after  June  30, 1949 24,809,000.00  22,000,000.00  2,809,000.00 


Total $26,382,000.00  $23,010,000.00  $3,372,000.00 


Bonds  of  the  1928  issue  are  due  serially,  $1,000,000.00  on  July  1,  of  each 
year  from  1948  to  1970.  Bonds  of  the  1933  issue  are  due  $563,000.00  on  Decem- 
ber 1, 1948  to  1952,  and  $557,000.00  on  December  1,  1953. 

At  a special  election  on  June  9,  1942,  the  issuance  of  $1,250,000.00  in  bonds 
for  the  purpose  of  construction  of  certain  facilities  at  Lake  Merced  was 
authorized  by  the  voters  of  the  City  and  County  of  San  Francisco.  These 
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bonds  were  to  be  redeemed  serially,  $250,000.00  each  year  from  June  10,  1943. 
Inasmuch  as  construction  was  delayed  due  to  unavailability  of  materials,  the 
Boai’d  of  Supervisors  has  caused  the  cancellation  of  authorized  bonds  in 
amounts  equal  to  that  which  would  have  been  due  on  the  five  redemption 
dates,  and  also  directed  the  transfer  of  $1,250,000.00  to  a special  cash  fund 
in  order  to  assure  that  sufficient  funds  will  be  available  for  the  pi’oject. 


Interest  due  on  bonded  indebtedness  is  summarized  as  follows : 

Total  1928  Issue  1933  Issue 

Matured  coupons  not  presented  for  pay- 


ment   $ 17,515.00  $ 14,355.00  $ 3,160.00 

Due  July  1,  1948 1 517,500.00  517,500.00 


Due  December  1,  1948  (accrued  portion)  11,240.00  11,240.00 


Total. 


.$546,255.00  $531,855.00  $14,400.00 


Our  verification  of  bonded  indebtedness  and  bond  interest  payable  was 
limited  to  confirmation  of  the  respective  amounts  involved  by  reference  to 
records  of  the  Controller  and  by  communication  with  other  certified  public 
accountants  engaged  in  examination  of  the  Controller’s  accounts. 

The  liability  of  the  Water  Department  on  accounts  payable  and  commit- 
ments is  summarized  as  follows : 

Warrants  outstanding  and  payroll  deductions 

payable  $ 287,104.99 

Contracts,  purchase  orders,  etc.  (encumbrances) : 

For  materials  and  services  received $292,351.70 

Commitments — outside  vendors 673,389.66 


965,741.36 


Total $1,252,846.35 


Records  of  the  Controller,  with  respect  to  the  liability  for  warrants  out- 
standing and  commitments,  were  in  agreement  with  those  of  the  Water 
Department  as  of  June  30,  1948,  and  a scrutiny  of  the  records  of  the  latter 
disclosed  no  additional  unrecorded  liabilities  of  material  amount.  It  may  be 
noted,  however,  that  there  are  certain  unrecorded  liabilities  arising  from 
litigations  reference  to  which  is  made  in  our  Opinion  hereinafter  under  the 
caption  Exceptions. 

Consumers’  deposits  and  construction  advances  are  detailed  in  the  follow- 


ing summary: 

Consumers’  guarantee  deposits $ 44,785.95 

Construction  advances : 

Total  advances  per  books $211,404.46 

Less  amounts  due  other  City  Departments 7,033.27 


204,371.19 

Custom  work  advances 13,178.36 

Deposits  on  specifications , 40.00 

Trust  funds 413.54 


Total $262,789.04 


We  reconciled  each  class  of  deposit  with  the  detail  registers  and  examined 
the  supporting  data  related  thereto.  Construction  advances  are  refundable  in 
full,  while  custom  work  advances  are  applied  against  the  cost  of  work  per- 
formed and  only  excess  advances  are  refundable.  Amounts  due  other  City 
Departments  have  been  deducted  from  advances  as  shown  above  for  the 


109 


purpose  of  balance  sheet  presentation.  The  amount  involved,  $7,033.27,  is 
included  in  the  total  amount  of  interfund  accounts  payable. 

Interfund  accounts  payable  of  $132,062.44  include  a balance  of  $64,108.07 
representing  the  estimated  amount  due  to  the  Employees’  Retirement  System 
for  matching  contributions  against  employee  deductions,  together  with  cer- 
tain medical  and  operating  expenses  payable  by  the  Water  Department.  This 
amount  was  not  confirmed,  inasmuch  as  the  records  of  the  Retirement  System 
were  not  completely  reconciled  at  the  time  of  completion  of  our  examination. 
The  Water  Department’s  portion  of  interest  accrued  on  the  1947  Hetch  Hetchy 
Water  bonds  to  June  30,  1948,  in  the  amount  of  $5,886.54,  was  confirmed  by 
communication  with  other  certified  public  accountants  engaged  in  examining 
the  accounts  of  the  1947  Hetch  Hetchy  Water  Bond  Fund.  All  other  balances 
included  in  interfund  accounts  payable  have  been  reconciled  with  the  records 
of  the  Controller. 

Reserve  for  workmen’s  compensation  insurance  of  $124,225.50  consists  of  a 
balance  of  $70,344.38  accumulated  by  a regular  monthly  charge  to  expense 
based  on  a portion  of  the  payroll,  and  $53,881.12  representing  the  balance 
remaining  in  a reserve  accumulated  for  sick  leave,  vacations,  depreciation 
on  machine  shop  equipment,  compensation  insurance,  etc.,  on  the  remaining 
payroll.  This  latter  reserve  is  termed  “Reserve  for  Maintenance  Overhead.” 

Changes  in  the  workmen’s  compensation  insurance  reserve  (including  the 
reserve  for  maintenance  overhead)  occurring  during  the  fiscal  year  ended 
June  30,  1948,  are  summarized  as  follows : 


Balance,  June  30,  1947 $104,371.53  $61,362.38  $ 43,009.15 

Additions  137,173.21  9,743.74  127,429.47 


$241,544.74 

$71,106.12 

$170,438.62 

Charges  by  the  Department $116,557.50 

Charges  by  the  Retirement  System  for 
compensation  and  hospitalization....  761.74 

$ 

761.74 

$116,557.50 

$117,319.24 

$ 761.74 

$116,557.50 

Balance,  June  30,  1948 $124,225.50 

$70,344.38 

$ 53,881.12 

Deferred  credits  are  detailed  as  follows : 

Pro  rata  costs  to  Board  of  State  Harbor  Commission- 
ers for  installation  of  16  inch  and  8 inch  mains  on 
State  property  at  Third  and  Islais  Streets,  San 
Francisco  (contra  in  Other  Accounts  Receivable)... .$19,721.10 

Rental  deposits  and  payments  made  in  advance 6,525.45 

Checks  on  revolving  funds  riot  presented  for  payment 


within  sixty  days  of  issue...., 4,188.04 

Reserve  for  official  advertising.... 367.20 

Miscellaneous  524.11 


Total $31,325.90 
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The  changes  in  surplus  during  the  fiscal  year  ended  June  30,  1948,  are  set 
forth  on  Exhibit  B,  appended  hereto.  A summary  analysis  thereof  is  pre- 
sented below: 

Balance,  June  30,  1947,  as  per  previous  audit 

report $25,649,402.80 

Add: 

Net  income  for  year  ended  June  30, 1948 $1,888,394.85 

Profit  on  sales  of  land — net 101,322.70 

Payment  by  California  Water  Service  Com- 
pany for  increased  consumption  from  Palo 
Alto  pipeline 28,000.00 


2,017,717.55 

$27,667,120.35 


Deduct: 

Miscellaneous  deductions  and  additions — net 22,109.03 

Balance,  June  30,  1918 $27,645,011.32 


We  conferred  with  the  City  Attorney’s  office  to  determine  any  liabilities, 
direct  or  contingent,  from  lawsuits  pending  or  in  progress  against  the  Depart- 
ment as  of  June  30,  1948.  We  were  informed  that  under  date  of  May  14,  1948, 
a judgment  was  entered  against  the  City  and  County  of  San  Francisco  by  the 
Superior  Court  of  the  State  of  California  in  and  for  the  City  and  County  of 
San  Francisco  in  favor  of  the  Public  Utilities  Counsel  in  the  total  amount  of 
$26,691.00,  plus  costs,  for  additional  compensation  for  the  period  from  July  1, 
1932  to  June  30,  1946.  This  liability  has  not  been  taken  into  account  on  the 
books  or  on  the  attached  balance  sheet,  Exhibit  C,  inasmuch  as  the  period 
within  which  the  judgment  could  be  appealed  had  not  expired  at  June  30, 
1948.  In  addition,  the  City  and  County  has  paid  into  the  Superior  Court  of 
the  State  of  California  in  and  for  the  County  of  San  Mateo  the  amount 
of  $89,925.00  as  a deposit  for  the  rights-of-way  sought  in  a condemnation 
suit  filed  by  it  against  Cypress  Abbey  Co.,  et  al.  As  litigation  has  not  been 
completed  as  of  the  date  of  this  report,  the  final  cost  to  the  City,  if  successful 
in  its  suit,  cannot  be  determined  at  this  time.  The  City  Attorney’s  office 
further  advised  us  that  there  are  contingent  liabilities  from  various  claims 
arising  almost  daily  for  damages  occasioned  by  the  bursting  of  pipes,  flooding 
of  basements,  etc.,  the  amounts  of  which  cannot  be  ascertained  readily  and 
for  which  there  are  no  actions  pending,  inasmuch  as  these  claims  are  settled 
currently. 

As  of  June  30,  1948,  the  San  Francisco  Water  Department  had  received 
payments  aggregating  $84,000.00  from  California  Water  Service  Company 
under  agreements  dated  August  28,  1939  and  January  2,  1948.  This  amount 
was  paid  by  the  Company  to  the  Department  to  partially  defray  the  cost  of 
constructing  the  Palo  Alto  pipeline.  The  amount  of  $84,000.00  is  refundable, 
in  part,  in  the  event  that  the  San  Francisco  Water  Department,  at  some 
future  date,  is  unable  to  continue  in  compliance  with  certain  terms  of  the 
agreements  relating  to  the  quantity  and  source  of  water  to  be  furnished  to 
the  Company  at  regular  rates.  The  amount  of  this  contingent  liability,  if  any, 
is  not  determinable  as  of  the  date  of  this  report. 

GENERAL 

The  Water  Department  carries  full  coverage  on  automobiles  and  trucks, 
including  non-owned  vehicles,  and  also  messenger,  robbery,  burglary,  eleva- 
tor, boiler,  and  plate  glass  insurance.  Fire  insurance  is  also  carried  on  hay 
and  grain  received  under  crop  share  rental  agreements.  The  Water  Depart- 
ment does  not  carry  insurance  on  its  properties  or  against  liability  for  prop- 
erty damage  and  workmen’s  compensation.  A reserve  is  provided  on  the 
books,  as  already  noted,  for  workmen’s  compensation.  All  other  losses  are 
charged  to  current  expenses  when  incurred. 
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OPINION 

In  our  opinion,  subject  to  the  exceptions  set  forth  in  the  three  succeeding 
paragraphs,  the  accompanying  balance  sheet  and  related  statements  of 
income  and  surplus  present  fairly  the  position  of  the  San  Francisco  Water 
Department  at  June  30,  1948,  and  the  results  of  its  operation  for  the  fiscal 
year  then  ended,  in  conformity  with  generally  accepted  accounting  principles 
applied  on  a basis  consistent  with  that  of  the  preceding  year. 

EXCEPTIONS: 

1.  The  statement  of  income,  Exhibit  A,  attached,  does  not  include  revenue 
from  water  sold  to  Municipal  Departments  delivered  without  charge, 
which,  if  billed  at  regular  rates,  would  have  resulted  in  additional  rev- 
enue of  $585,559.09,  nor  does  it  include  a charge  of  an  equal  amount 
also  recorded  on  the  books  for  municipal  tax  expense  as  explained  on 
Page  4,  of  this  report. 

2.  The  balance  sheet,  Exhibit  C,  attached,  does  not  reflect  a liability  in 
the  amount  of  $26,691.00,  plus  costs,  arising  from  a judgment  entered 
under  date  of  May  14,  1948,  by  the  Superior  Court  of  the  State  of  Cali- 
fornia in  and  for  the  City  and  County  of  San  Francisco  against  the  City 
and  County  of  San  Francisco  for  additional  compensation  to  the  Public 
Utilities  Counsel  covering  the  period  from  July  1,  1932  to  June  30,  1946. 
The  period  within  which  this  judgment  could  be  appealed  had  not  expired 
as  of  June  30,  1948. 

3.  The  balance  sheet,  Exhibit  C,  attached,  does  not  reflect  a liability  in  an 
amount  estimated  not  to  exceed  $6,500.00  arising  from  decisions  ren- 
dered prior  to  June  30,  1948,  by  the  Superior  Court  of  the  State  of  Cali- 
fornia in  and  for  the  City  and  County  of  San  Francisco  against  the  City 
and  County  of  San  Francisco  resulting  in  retroactive  pay  increases  to 
automotive  machinists  and  mechanics  covering  the  period  from  July  1, 
1946  to  June  30, 1948.  The  final  amount  of  this  liability  including  related 
matching  contributions  to  the  Employees’  Retirement  System  had  not 
been  determined  as  of  the  date  of  this  report. 

Very  truly  yours, 

SKINNER  & HAMMOND, 
Certified  Public  Accountants 
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EXHIBIT  A 

SAN  FRANCISCO  WATER  DEPARTMENT 
STATEMENT  OF  INCOME 
FOR  THE  YEARS  ENDED  JUNE  30,  1948  AND  1947 


Year  Ended  June  30,  Increase 

1948  1947  Decrease* 

Water  Sales : 

San  Francisco $ 8,541,113.48  $8,572,565.32  $ 31,451.84* 

Outside  San  Francisco 1,432,855.61  1,307,126.06  125,729.55 

Municipal  departments 

(Note  1) 55,048.86  54,619.45  429.41 


Total $10,029,017.95  $9,934,310.83  $ 94,707.12 


Operating  Expenses: 

Source  of  water  supply — Sched- 
ule 1 $ 

Standby  charge  and  purchase  of 
water — Hetch  Hetchy  Water 

Supply  and  Power  Project 

Pumping — Schedule  1 

Purification — Schedule  1 

Transmission  and  distribution — 

Schedule  1 

Commercial  expenses  — Sched- 


ule 1 &s.' 

Administrative  and  general  ex- 


3,533,700.00 

355,987.34 

100,927.16 

559,871.44 

563,501.68 


$ 257,189.43 


3,731,908.00 

243,215.45 

83,085.18 

503,694.85 


526,364.93 


$ 81,200.14 


198,208.00* 

112,771.89 

17,841.98 

56,176.59 

37,136.75 


Operating  Income $ 2,927,770.29  $3,039,244.71 

Other  Income: 

Rentals,  including  crop  share....$  136,013.71  $ 107,689.81 


.$  179,915.15 

$ 210,773.60 

$ 30,858.45* 

$ 3,107,685.44 

$3,250,018.31 

$142,332.87* 

$ 1,179,263.34 

$1,246,783.33 

$ 67,519.99* 

19,896.31 

18,241.17 

1,655.14 

18,900.64 

30.509.39 

11,608.75* 

1,230.30 

9,750.95 

8,520.65* 

.$  1,219,290.59 

$1,305,284.84 

$ 85,994.25* 

.$  1,888,394.85 

$1,944,733.47 

$ 56,338^62* 
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EXHIBIT  B 

SAN  FRANCISCO  WATER  DEPARTMENT 
STATEMENT  OF  SURPLUS 
FOR  THE  YEAR  ENDED  JUNE  30,  1948 


Balance,  June  30,  1947 $25,649,402.80 

Additions : 

Net  income  for  year  ended  June  30,  1948 — - 

Exhibit  A $1,888,394.85 

Excess  of  proceeds  over  book 
value  on  sales  of  various  parcels 
of  land  during  the  year  ended 
June  30,  1948: 

Proceeds  of  sales $162,328.40 

Book  value 61,005.70 


101,322.70 

Net  gain  on  equipment  retired  or  applied  on 
purchase  of  new  equipment,  year  ended 
June  30,  1948: 

Proceeds $ 70,627.73 

Book  value 61,965.80 


8,661.93 

Payment  by  California  Water  Service  Co. 
for  increase  of  water  consumption  from 

Palo  Alto  pipeline 28,000.00 

Proceeds  from  sale  of  three  rights-of-way 
across  Skyline  Boulevard  in  vicinity  of 

Crystal  Springs 12,250.00 

Transfer  of  pumping  equipment  from  Hetch 

Hetchy  Water  Supply  and  Power  Project....  4,350.00 

Excess  of  nominal  value  assigned  to  equip- 
ment donated  by  War  Assets  Administra- 
tion over  cost  of  handling: 


Nominal  value $ 2,250.00 

Cost  of  handling 564.05 


1,685.95 


2,044,665.43 


Total. 


$27,694,068.23 
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EXHIBIT  B (Continued) 

SAN  FRANCISCO  WATER  DEPARTMENT 
STATEMENT  OF  SURPLUS 
FOR  THE  YEAR  ENDED  JUNE  30,  1948 


Balance  forward ... $27,694,068.23 

Deductions: 

Excess  of  book  value  over  proceeds  of  prop- 
erty sold  or  transferred : 

Book  value $ 47,151.89 

Proceeds 23,558.00 


$ 23,593.89 

Adjustment  of  estimated  contributions  to 
Employees’  Retirement  System  for  year 


1946-47  to  actual  contributions 4,532.91 

Adjustment  of  inventory  for  items  abandoned 

or  considered  obsolete  at  June  30, 1948 9,104.62 


Transfer  of  cash  to  Hetch  Hetchy  Water 
Supply  and  Power  Project,  representing 
proceeds  from  sale  of  property  recorded  on 
the  books  of  the  Project  credited  to  the 
surplus  account  of  the  Water  Department 


in  a prior  period 2,800.00 

Additional  contribution  to  expenses  of  Pub- 
lic Utilities  Commission  for  year  1946-47....  2,281.44 

Contribution  to  1947  Hetch  Hetchy  Water 

Bond  Fund  for  interest  during  construction  5,886.54 

Write  off  of  accounts  receivable  from  lessees 

considered  uncollectible 428.12 

Miscellaneous  expenses  in  connection  with 

sale  of  various  properties 429.39 


49,056.91 


Balance,  June  30,  1948. 


$27,645,011.32 
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EXHIBIT  B-l 

SAN  FRANCISCO  WATER  DEPARTMENT 
SUMMARY  OF  SURPLUS  ACCOUNT 
FROM  MARCH  3,  1930  TO  JUNE  30,  1948 


Initial  Surplus  as  at  March  3,  1930: 

Excess  earnings  of  Spring  Valley  Water  Company  from 
1922  to  1930  applied  as  a reduction  of  the  purchase  price 
in  accordance  with  order  of  the  Railroad  Commission 

of  the  State  of  California $ 4,152,652.24 

Valuation  placed  upon  Municipal  Water  Works 100,000.00 

5 4,252,652.24 

Less : Additional  allowance  for  depreciation  from  March  1, 

1920  to  March  3,  1930 2,327,916.67 

Total $ 1,924,735.57 


Additions: 

Net  income  March  3,  1930  to  June  30,  1948, 
including  miscellaneous  year  to  year  Sur- 
plus adjustments $44,469,619.83 

Grants  earned  on  Federal  Works  Projects....  2,358,987.60 
Bond  premiums  less  bond  expenses  on  sale  of 

1933  Water  Distribution  Bonds 808,292.40 

Properties  and  materials  from  Newark-San 
Lorenzo  pipeline  transferred  from  Hetch 
Hetchy  Water  Supply  and  Power  Project 

at  salvage  value 325,992.22 

Depreciated  value  of  twelve-inch  mains 

transferred  from  San  Francisco  Airport....  20,898.83 
Labor  donated  by  Federal  Government  for 
construction  of  roof  over  Crystal  Springs 

Aqueduct  20,091.00 

City  of  Palo  Alto  contribution  to  cost  of  Palo 

Alto  pipeline 217,207.04 

Cash  received  under  agreements  relating  to 

Palo  Alto  pipeline 112,000.00 


Total. 


48,333,088.92 

$50,257,824.49 


Deductions : 


Contributions  to  general  fund $15,992,457.24 

Contributions  to  Hetch  Hetchy  Water  Supply 

and  Power  Project  to  June  30,  1946 4,474,227.69 

Contribution  to  1947  Hetch  Hetchy  Water 
Bond  Fund  for  interest  during  construction 
( credited  on  records  of  Bond  Fund  to  Sur- 
plus)   5,886.54 


Land  contributed  to  City  and  County  of  San 
Francisco  and  to  Joint  Highway  Commis- 
sion for  streets  and  boulevards 149,766.79 

Excess  of  adjusted  book  value  of  plant  over 
appraisal  at  December  31, 1937 1,990,474.91 


22,612,813.17 

$27,645,011.32 


Balance,  June  30,  1948. 
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EXHIBIT  C 

SAN  FRANCISCO  WATER  DEPARTMENT 
BALANCE  SHEET 
AS  OF  JUNE  30,  1948 


ASSETS 

Property : 

In  service : 

Tangible  property $71,371,679.94 

Intangible  property 3,183,224.00 

Total $74,554,903.94 

Less:  Reserve  for  depre- 
ciation   28,351,710.42 


Property  in  service — net  book  value  $46,203,193.52 
Under  construction 1,947,254.20 


$48,150,447.72 

Cash: 

On  deposit  with  Treasurer $ 5,950,461.18 

Revolving  fund 30,000.00 


5,980,461.18 

Accounts  Receivable: 

Consumers  $ 724,476.51 

Less:  Reserve  for  doubtful 

accounts  49,064.10 


Consumers — net  $ 675,412.41 

Other  accounts  receivable 34,405.30 


Interfund  Accounts — other  public  service  en- 
terprises   

Deferred  Charges : 

Materials  and  supplies $ 699,535.24 

Commitments — outside  vendors  (contra)..  673,389.66 

Commitments — Interfuhd  (contra)  7,265.00 

Deposit — rights-of-way 89,925.00 

Other 34,138.03 


709,817.71 

31,536.01 


1,504,252.93 


Total  Assets. 


$56,376,515.55 
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EXHIBIT  C 

SAN  FRANCISCO  WATER  DEPARTMENT 
BALANCE  SHEET 
AS  OF  JUNE  30,  1948 


LIABILITIES 


Bonded  Debt : 

Spring  Valley  Water  issue  of 
1928,  4 %%,  maturing  $1,- 
000,000.00  annually  to  July 
1,1970: 

Due  July  1,  1948 $ 1,000,000.00 

Due  July  1,  1949  to  1970  22,000,000.00 
Matured  bonds  not  pre- 
sented for  payment....  10,000.00 

Water  Distribution  issue  of 
1933,  4%,  maturing  $563,- 
000.00  annually,  to  Decem- 
ber 1, 1952,  and  $557,000.00 
on  December  1,  1953 : 

Due  December  1,  1948....$  563,000.00 

Due  December  1, 1949  to 

1953  2,809,000.00 


$23,010,000.00 


Bond  Interest  Payable : 
Due  July  1,  1948... 


Matured  coupons  not  presented  for  pay- 
ment   

Accrued,  not  due ............. 


Accounts  Payable  and  Commitments: 

Warrants  outstanding  and  payroll  deduc- 
tions payable $ 287,104.99 

Accounts  payable 292,351.70 

Commitments  for  goods  and  services  not 

received — outside  vendors  (contra) 673,389.66 


Interfund  Accounts : 

Other  public  service  enterprises $ 

General  city  and  county 

Commitments — Interfund  (contra)  

Accrued  interest — 1947  Hetch  Hetchy  Wa- 
ter Bonds  (Water  Department’s  portion) 


1,252,846.35 

262,789.04 


48,747.66 

70,163.24 

7,265.00 


Total  Liabilities 

Reserve  for  Workmen’s  Compensation  Insurance,  Etc... 

Deferred  Credits 

Surplus — Exhibit  B 


$28,575,952.83 

124,225.50 

31,325.90 

27,645,011.32 

$56,376,515.55 
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SCHEDULE  1 

SAN  FRANCISCO  WATER  DEPARTMENT 
STATEMENT  OF  OPERATING  EXPENSES 
FOR  THE  YEARS  ENDED  JUNE  30,  1948  AND  1947 


Year  Ended  June  30. 
1948  1947 


Source  of  Water  Supply: 

Superintendence  $ 39,244.62 

Operating  labor 57,084.89 

Operating  supplies  and  expense 20,946.28 

Repairs — buildings,  fixtures,  and 

grounds 153,900.68 

Repairs — surface  facilities 67,213.10 


$ 38,411.49 
52,338.72 
12,096.84 

106,335.76 

48,006.62 


$ 833.13 

4,746.17 
8,849.44 

47.564.92 

19,206.48 


Total. 


.$338.389.57 


$257,189.43 


$ 81.200.14 


Pumping: 

Labor — pumping  $ 73.001.69 

Labor — miscellaneous  209.40 

Fuel  for  steam 48,687.22 

Power  purchased 194.048.25 

Lubricants  199.01 

Miscellaneous  supplies  and  expense..  15,930.96 
Repairs — primary  pumping  equip- 
ment   13,255.14 

Repairs — boilers  and  equipment 659.46 

Repairs — miscellaneous  equipment..  5,693.38 
Other  repairs  and  gardening 4,302.83 


$ 66.189.85 
1,434.06 
30,613.73 
125.567.68 
35  39 
2,299.25 

7,697.91 

340.49 

2,652.69 

6.384.40 


$ 6,811.84 

1,224.66* 
18,073.49 
68.480.57 
163.62 
13,631.71 

5,557.23 
318.97 
3,040.69 
• 2,081.57* 


Total. 


.$355.987.34  $243,215.45  $112,771.89 


Purification: 

Superintendence  and  labor $ 37,503.62 

Supplies  and  expense 59,261.47 

Repairs — plant  structure  and  equip- 
ment   3,834.56 

Repairs  and  maintenance  — roads 

and  trails 327.51 


$ 33.512.51 
45,626.96 

2,886.59 

1,059.12 


$ 3.991.11 

13,634.51 

947.97 

731.61* 


Total $100,927.16 


Transmission  and  Distribution: 

Superintendence  $ 54,335.64 

Patrolling  storage  facilities 20.472.13 

Meters  and  fittings  depai'tment 80,368.50 

Street  department 23,045.85 

Consumers’  premises  expense 27,146.67 

Miscellaneous  supplies  and  expense..  16,597.39 
Repairs  — transmission  mains  and 

canals  42,446.89 

Repairs — reservoirs,  tanks,  and 

standpipes  3,333.30 

Repairs — distribution  mains  and 

canals  123.401.95 

Repairs — service  connections 123,552.34 

Repairs — buildings,  streets,  and 

grounds 34,820.20 

Repairs — distribution  equipment 9,265.49 

Reconstruct  and  relocate  pipelines..  1,085.09 


Total $559,871.44 


$ 83,085.18  $ 17,841.9 


$ 49.853.69 
17.199.59 
61,368.80 
21.902.69 
27,049.75 
9,806.13 

42.589.40 

3.607.28 

118.872.73 

119.388.39 

27,889.12 

4.167.28 


$503,694.85 


3.272.54 

18.999.70 

1,143.16 

96.92 

6,791.26 

142.51* 

273.98* 

4,529.22 

4,163.95 

6.931.08 
5,098.21 

1.085.09 

$ 56.176.59 
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SCHEDULE  1 (Continued) 

SAN  FRANCISCO  WATER  DEPARTMENT 
STATEMENT  OF  OPERATING  EXPENSES 
FOR  THE  YEARS  ENDED  JUNE  30,  1948  AND  1947 


Commercial  Expenses : 

Collection  

Reading  meters 

Bookkeeping  

General  

Inspection  and  service 

Shipping 

Total 

Administrative  and  General  Expenses : 


Miscellaneous  supplies  and  expense- 

injuries  and  damages 

Retirement  system  contributions.... 

Mason  Street  building  expense 

Telephone  service 

Guest  cottages  and  rest  room 

General  engineering 

Hydrography 

Miscellaneous  

Provision  for  compensation  claims. 

Insurance  

Repairs — Mason  Street  building 

Repairs — telephone  system 

Professional  services 


Year  End 

ed  June  30, 

Increase 

1948 

1947 

Decrease* 

..$154,133.75 

$149,576.68 

$ 

4,557.07 

. 83,179.95 

73,415.24 

9,764.71 

. 165,276.57 

159,476.20 

5,800.37 

..  64,523.80 

55,436.98 

9,086.82 

. 71,761.71 

63,850.30 

7,911.41 

. 24,625.90 

24,609.53 

16.37 

.$563,501.68 

$526,364.93 

§ 

37,136.75 

.$  19,323.32 

$ 18,686.77 

$ 

636.55 

. 56,756.11 

57,822.76 

1, 066.65* 

. 28,695.72 

8,508.21 

20,187.51 

5,182.79 

3,147.44 

2,035.35 

. 75,542.50 

42,270.66 

33,271.84 

. 30,941.38 

28,733.45 

2,207.93 

. 23,493.98 

19,133.23 

4,360.75 

2,998.78 

1,822.87 

1,175.91 

. 50,065.08 

56,759.82 

6,694.74* 

1,078.97 

1,334.86 

255.89* 

2,021.38 

14,176.98 

12,155.60* 

. 10,674.50 

9.480.89 

1,193.61 

8,624.43 

6,500.10 

2,124.33 

5,155.09 

4,906.00 

249.09 

. 10,254.22 

11,110.42 

856.20* 

5,000.00 

3,100.00 

1.900.00 

3 42,672.19 

38,640.70 

4,031.49 

. 375,022.57 

331,692.26 

43,330.31 

...$753,503.01  $657,827.42  $ 95,675.59 


Total. 


Hetch  Hetchy  Water  Supply 
and  Power  Project 


Report  on  Examination  of  Accounts 
For  the  Fiscal  Year  Ended  June  30,  1948 
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Barrow,  Wade,  Guthrie  & Co. 


ACCOUNTANTS  AND  AUDITORS 
155  Sansome  Street 
San  Francisco,  Calif. 


Honorable  Harry  D.  Ross,  Controller, 
City  and  County  of  San  Francisco, 

San  Francisco,  California. 


October  8,  1948 


Dear  Sir: 

In  conformity  with  the  terms  of  our  contract  with  you  dated  July  10,  1948, 
we  have  made  an  audit  of  the  books  of  account,  records  and  transactions  of 
the  Hetch  Hetchy  Water  Supply  and  Power  Project  and  herein  submit  our 
report  thereon  as  of  June  30, 1948,  and  in  connection  therewith  have  examined 
the  balance  sheet  as  at  June  30,  1948,  and  the  statements  of  operations  and 
surplus  for  the  fiscal  year  then  ended.  We  made  a general  review  of  the 
system  of  internal  control  and  the  accounting  procedures  and,  without  making 
a detailed  audit  of  transactions,  examined  or  tested  accounting  records  and 
other  supporting  evidence  by  methods  and  to  the  extent  we  deemed  appro- 
priate. Our  examination  was  made  in  accordance  with  generally  accepted 
auditing  standards  and  included  all  procedures  which  we  considered  necessary 
in  the  circumstances. 

The  consultant  and  statistician  of  the  Grand  Jury  participated  in  a review 
of  our  report. 

The  following  statements  are  incorporated  in  and  form  a part  of  this  report: 

Exhibit  “A” — Balance  Sheet  as  at  June  30, 1948. 

Exhibit  “B” — Statement  of  Operations  for  the  Year  Ended  June  30,  1948. 

Exhibit  “C” — Statement  of  Surplus  for  the  Year  Ended  June  30, 1948. 

Schedule  #1 — Production  Expenses. 

Schedule  #2 — Power  Transmission  and  Distribution  Expenses. 

Schedule  #3 — Administrative  and  General  Expenses. 

In  our  opinion  the  accompanying  balance  sheet  and  related  statements  of 
operations  and  surplus  present  fairly  the  position  of  the  Hetch  Hetchy  Water 
Supply  and  Power  Project  at  June  30,  1948  and  the  results  of  its  operations 
for  the  fiscal  year  then  ended  on  a basis  which,  according  to  the  report  of 
the  previous  auditors,  appears  to  be  consistent  with  that  of  the  preceding  1 
year. 


OPERATIONS 

The  results  of  operations  of  the  project,  as  set  forth  on  Exhibit  “B”,  are 
further  summarized  below: 

Revenues: 

Power  sales $3,392,272.27 

Receipt  by  transfer  from  the  Water  Depart- 
ment   3,533,700.00 

Other  revenues,  rents,  etc 22,833.35  $6,948,805.62 


Expenditures: 

Expenses  (operating,  etc.) 1,869,609.69 

Bond  interest 2,131,660.21 

Provision  for  depreciation 1,514,979.47  5,516,249.37  1 


Net  excess  of  revenues  transferred  to  surplus. 


$1,432,556.25 
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Revenue  from  the  disposal  of  power  includes  sales  to  Permanente  Cement 
Company,  Permanente  Metals  Corporation,  power  sold  to  the  Modesto  and 
Turlock  irrigation  districts  and  miscellaneous  sales  as  well  as  the  energy 
furnished  to  the  Municipal  Railway  and  for  other  municipal  purposes. 

Energy  for  municipal  purposes  is  charged  to  the  consuming  departments 
at  rates  approved  by  the  Public  Utilities  Commission  and,  we  understand, 
are  the  same  as  would  be  charged  by  Pacific  Gas  & Electric  Company  if 
that  company  were  the  supplier. 

We  are  also  advised  that  outside  commercial  sales  conform  to  the  require- 
ments of  an  Act  of  Congress  known  as  the  Raker  Act,  enacted  in  1913.  Under 
Section  6 of  this  Act  the  City  as  grantee  is  prohibited  from  letting  or  selling 
the  right  to  resell  water  and  power  sold  by  it  to  any  corporation  or  person 
other  than  municipalities  or  irrigation  districts.  In  consequence  outside  com- 
mercial sales  are  effectuated  under  the  following  agreements : 

1.  Agreement  dated  March  14, 1945  between  the  City  of  San  Francisco  and 
Pacific  Gas  & Electric  Company,  effective  July  1,  1945  to  March  11, 
1954.  Provides:  That  the  Hetch  Hetchy  hydroelectric  plants  will  deliver 
to  Pacific  Gas  & Electric  Company  at  its  Newark  substation  all  the 
energy  required  by  the  City  for  municipal  purposes,  that  the  company 
will  furnish  supplementary  energy  needed  for  such  purposes  in  excess  of 
the  output  of  the  City’s  plants  and  that  the  City  shall  receive  credit  for 
any  energy  delivered  to  Pacific  Gas  & Electric  Company  at  Newark  in 
excess  of  the  City’s  requirements.  The  agreement  specifies  the  rates  at 
which  the  charges  and  credits  are  made. 

2.  Agreement  dated  April  18,  1945  between  the  City  and  Pacific  Gas  & 
Electric  Company,  effective  July  1, 1945  to  November  30, 1949.  Provides: 
That  Pacific  Gas  & Electric  Company  will  lease  certain  transmission 
facilities  and  lines,  at  its  Newark  substation,  to  the  City  in  consideration 
of  a monthly  rental  of  $4,499.99  and  in  addition  sell  to  the  City  supple- 
mentary energy  as  required  over  and  above  the  output  of  the  Hetch 
Hetchy  plants  at  rates  specified  in  the  above  agreement. 

3.  Agreement  dated  April  18,  1945  between  the  City  and  Pacific  Gas  & 
Electric  Company,  effective  July  1, 1945  to  November  30,  1949.  Provides: 
That  Pacific  Gas  & Electric  Company  assigns  its  contract  with  Per- 
manente Cement  Company  dated  November  11,  1944  to  the  City.  The 
assignment  enables  the  City  to  sell  electric  energy  to  the  latter  company 
to  be  delivered  from  Newark  on  transmission  facilities  and  lines  leased 
by  the  City  from  Pacific  Gas  & Electric  Company.  Billings  are  to  be 
made  in  accordance  with  the  rates  specified  in  the  assigned  contract. 

4.  Agreement  dated  April  18,  1945  between  the  City  and  Pacific  Gas  & 
Electric  Company,  effective  July  1,  1945  to  November  30, 1949.  Provides: 
That  Pacific  Gas  & Electric  Company  assigns  its  contract  with  Per- 
manente Metals  Corporation  to  the  City.  The  assignment  enables  the 
City  to  sell  electric  energy  to  the  latter  company  to  be  delivered  from 
Newark  on  transmission  facilities  and  lines  leased  to  the  City  from 
Pacific  Gas  & Electric  Company.  Billings  are  made  in  accordance  with 
the  rates  specified  in  the  contract  assigned. 

5.  Agreement  dated  March  12,  1945  between  the  City  and  Modesto  and 
Turlock  Irrigation  Districts,  effective  March  11,  1945  to  March  11,  1954. 
Provides : That  the  City  furnish  from  its  Hetch  Hetchy  generating  plants 
all  supplementary  power  necessary  to  enable  the  said  irrigation  districts 
to  fulfill  the  requirements  of  consumers  within  their  respective  districts 
and  at  rates  specified  in  the  agreement. 

Our  examination  satisfied  us  that  deliveries  and  billings,  from  an  accounting 
standpoint,  were  in  compliance  with  the  agreements. 

The  revenues  of  the  Water  Supply  division  of  the  project  consist  almost 
entirely  of  an  allowance  of  $1,000,000.00  for  water  used  by  the  hydroelectric 
plants  of  the  Power  division  and  of  an  appropriation  of  $3,533,700.00  paid  by 
the  San  Francisco  Water  Department.  These  inter-departmental  transfers  are 
as  set  forth  in  the  Annual  Appropriation  Ordinance  for  the  fiscal  year  1947- 
1948. 


Expenses  of  production,  transmission,  distribution  and  administration  are 
given  in  Schedules  #1,  #2  and  #3.  Bond  interest  and  depreciation  are  shown 
separately  on  Exhibit  “B”  as  deductions  from  the  combined  revenues.  It  was 
not  practicable  to  apportion  them  accurately  as  between  the  Water  Supply 
and  Power  divisions.  Further  reference  is  made  to  this  in  the  comment  on 
Properties. 

It  will  be  noticed  that  Administrative  and  General  Expenses,  Schedule  #3, 
includes  the  rental  payable  to  the  Federal  Government  under  Section  7 of  the 
Raker  Act  in  the  sum  of  $30,000.00  per  annum,  for  the  various  rights  granted 
to  the  City  with  respect  to  the  public  lands  utilized  by  the  Hetch  Hetchy 
project. 

An  expense  item  of  $16,463.26  also  appears  on  Schedule  #3  for  city,  county 
and  irrigation  district  taxes.  In  this  connection  Section  64  of  the  Charter  of 
the  City  and  County  of  San  Francisco  provides  that  the  accounts  of  munici- 
pally owned  utilities  should  include  estimates  of  the  amount  of  taxes  that 
would  be  assessed  against  such  properties  if  privately  owned  and  operated. 
The  sum  stated  is  the  amount  of  such  taxes  paid  during  the  year  examined. 
If  privately  owned  the  project  would  also  be  subject  to  Federal  and  State 
taxes  on  income.  These,  however,  have  not  been  taken  into  account. 

For  the  reasons  given  the  amount  of  $1,432,556.25  transferred  to  Surplus, 
Exhibit  “B”,  is  designated  net  excess  of  revenue  rather  than  net  profits. 


BALANCE  SHEET  REFERENCES 


ASSETS 


PROPERTIES  (less  depreciation)— $83,738,477.81: 

We  limited  our  examination  of  the  property  accounts  to  a review  of  the 
recorded  additions  and  retirements  during  the  fiscal  year  ended  June  30, 1948, 
without  regard  to  their  classification  as  between  Water  and  Power.  We  also 
reconciled  the  property  ledgers  with  their  controlling  accounts. 

Construction  in  progress  of  $98,084.46  represents  expenditures  under  the 
1947  Hetch  Hetchy  Water  Bond  Fund  and  includes  bond  interest  of  $54,104.21, 
and  legal  fees,  etc.,  in  connection  with  the  bond  issue,  of  $3,527.81.  These  are 
admissible  as  charges  to  capital  account  in  the  circumstances. 

The  changes  that  have  taken  place  during  the  year  are  as  follows: 


Total 

Water  Supply 

Power 

..$106,246,991.05 

92,880.83 

$93,823,475.93 

22,736.66 

$12,423,515.12 

70,144.17 

1,915.33 

1,915.33 

61,029.51 

61,029.51 

106,402,816.72 

93,909,157.43 

12,493,659.29 

24,084.65 

10,074.72 

14,009.93  j 

..$106,378,732.07 

$93,899,082.71 

$12,479,649.36 

Section  128  of  the  City  Charter  required  an  appraisal  be  made  of  the  value 
of  the  properties  during  the  fiscal  year  1937-1938  and  every  five  years  there-  . 
after,  or  in  lieu  of  an  appraisal  a revision  of  the  next  preceding  appraisal. 
Based  on  these  appraisals  and  the  probable  useful  life  of  each  class  of  property 
the  provision  for  depreciation  was  to  be  computed.  The  Bureau  of  Engineer- 
ing of  the  Public  Utilities  Commission  made  an  appraisal  as  at  June  30,  1938 
which  has  subsequently  been  revised.  Based  on  this  appraisal,  properties  used  ! 
exclusively  for  power  purposes  have  been  allocated  to  the  Power  division; 
all  other  properties,  i.  e.,  property  used  for  water  purposes  as  well  as  property 
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used  jointly  for  water  and  power,  have  been  allocated  to  the  Water  division. 
Bonded  indebtedness  and  the  provision  for  depreciation  have  also  been  appor- 
tioned on  a basis  of  the  percentages  thus  derived,  as  follows: 


Water  division $ 95,269,346  88.4% 

Power  division 12,484,771  11.6 


Combined 


.$107,754,117 


100.0% 


In  accordance  with  Section  128.1  of  the  City  Charter,  $26,625.00  has  been 
appropriated  for  reconstruction  and  replacements  of  the  Water  division  and 
$274,325.00  for  the  Power  division.  These  funds  have  been  set  aside  for  the 
purposes  indicated.  The  balance  in  these  funds  amounted  to  $844,540.32  at 
June  30,  1948. 

Section  122  of  the  Charter  contemplates  the  merger  of  the  Hetch  Hetchy 
project  with  the  Water  Department,  however,  it  is  the  opinion  of  the  City 
Attorney  that  this  is  not  possible  at  the  present  time. 

These  reserves  are  not  reserves  in  the  sense  that  funds  have  been  set  aside 
available  for  capital  replacements.  On  the  contrary  they  represent  the  extent 
to  which  the  capitalized  expenditures  for  properties  have  been  amortized  or 
written  off  against  revenues.  The  amount  so  written  off  during  the  fiscal  year 
examined  amounted  to  $1,514,979.47  and  was  approved  by  the  Public  Utilities 
Commission. 

The  apportionment  of  the  reserves  for  depreciation  as  between  Water  and 
Power  is  also  subject  to  the  qualifications  already  mentioned  with  respect  to 
the  property  accounts.  The  changes  that  took  place  during  the  year  in  the 
reserves  for  depreciation  are  summarized  below: 


Total 

Water  Supply 

Power 

Balance,  June  30,  1947 

$21,138,864.77 

$15,422,458.07 

$5,716,406.70 

Provision  for  the  year  based 

on 

property  values  at  June 

30, 

1947  

1,514,979.47 

1,281,167.17 

233,812.30 

22,653,844.24 

16,703,625.24 

5,950,219.00 

Applied  to  plant  retirements. 

13,589.98 

7,717.98 

5,872.00 

Balance,  June  30,  1948 

$22,640,254.26 

$16,695,907.26 

$5,944,347.00 

CASH— $10,671,325.60 : 

Cash  under  the  Treasurer’s  custodianship  was  held  in  the  following  funds : 


Operating  fund $ 572,088.19 

Reconstruction  and  replacement  fund 844,540.32 

Construction  fund 152,797.41 

Bond  interest  fund 567,540.00 

Bond  redemption  fund 1,017,000.00 

Land  purchase  fund 7,231.50 

1947  Hetch  Hetchy  bond  fund 7,481,774.39 

1947  Hetch  Hetchy  bond  interest  fund 22,458.29 


$10,665,430.10 


These  funds  were  verified  in  accordance  with  regular  audit  procedures,  and 
were  compared  with  the  audited  balances  of  the  Controller’s  records. 

Other  cash  not  in  possession  of  the  Treasurer  consisted  of : 


Cash  in  banks $3,400.00 

Petty  cash  funds 600.00 

Cash  in  transit 1,895.50 
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Cash  in  all  banks  was  verified  by  direct  correspondence  with  the  deposi- 
taries. Petty  cash  funds  were  counted  or  confirmed  by  custodian’s  certificates. 
Cash  in  transit  was  traced  to  the  Treasurer’s  records  and  was  found  to  be 
duly  deposited  during  the  ensuing  month  of  July. 

ACCOUNTS  RECEIVABLE — $131,843.40 : 

We  requested  and  received  confirmations  of  a representative  number  of 
these  accounts.  In  the  main  they  represent  current  charges  for  electric 
energy  and  were  liquidatd  during  the  months  of  July  and  August. 
INTERFUND  ACCOUNTS— $291,202.03: 

Interfund  accounts  consist  of  the  following  amounts  due  by  other  depart- 


ments of  the  City  and  County: 

Public  Service  Enterprises: 

Municipal  Railway $ 15,287.25 

San  Francisco  Airport 102,629.86 

Public  Utilities  Commission 165,072.40 

San  Francisco  Water  Department 7,721.18 


290,710.69 

General  City  and  County : 

Recreation  Department 491.34 


$291,202.03 


We  examined  reports  rendered  by  the  various  Public  Service  Enterprises 
and  found  them  to  be  in  agreement  with  the  amounts  stated.  The  account  of 
the  Public  Utilities  Commission  reflects  charges  for  electric  energy  sold  dur- 
ing June,  1948.  Subsequent  payment  was  traced  to  the  Treasurer's  records. 
The  balance  due  from  the  Recreation  Department  is  in  respect  of  electric 
energy  and  telephone  service  for  the  period  from  January,  1948  to  June,  1948. 
MATERIALS  AND  SUPPLIES— $21,943.89: 

We  were  informed  that  a physical  inventory  was  taken  at  the  various  loca- 
tions as  of  May  31,  1948.  Our  appointment  as  auditors  was  made  subsequent 
to  that  date  with  the  result  that  we  were  unable  to  attend  the  physical 
counts;  however,  we  examined  the  recapitulation  and  verified  its  extensions 
and  additions.  We  visited  the  Moccasin  plant  on  September  30,  and  ascer- 
tained that  the  inventory  recapitulation  was  in  agreement  with  the  perpetual 
inventory  records.  We  also  satified  ourselves  that  the  perpetual  inventory 
records  were  in  agreement  with  the  physical  quantities  on  hand  at  that  date. 
PRELIMINARY  INVESTIGATIONS  AND  SURVEYS— $198,089.48 : 
WORK  IN  PROGRESS— $552,706.21: 

These  items  represent  preliminary  expenditures  in  connection  with  the  fol- 
lowing projects: 


Preliminary  Investigations : 

Cherry  River  Project $173,265.64 

Development  of  water  resources 14,603.16 

San  Joaquin  pipeline  No.  2 10,220.68 


$198,089.48 


Work  in  progress: 

Retirement  work $361,972.71 

Accounts  receivable  and  interfund  work 75,071.55 

Depreciation  replacements 114,295.37 

Miscellaneous  1,366.58 


$552,706.21 
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Additions  to  the  accounts  were  verified  by  an  extensive  test  inspection  of 
payroll  records,  transportation  reports,  material  records,  vendors’  invoices 
and  appropriations.  Examination  of  the  payroll  and  material  records,  how- 
ever, was  limited  to  summaries  prepared  by  the  field  offices,  and  to  a scrutiny 
of  the  methods  by  which  they  were  compiled. 

< COMMITMENTS— $577,084.43: 

This  total  represents  contingent  assets  not  yet  in  possession  of  the  Hetch 
Hetchy  project  and  is  offset  by  a contingent  liability  in  the  same  amount 
' shown  on  the  balance  sheet  as  a contra  item.  It  consists  of  purchase  orders, 
contracts  and  other  commitments,  as  well  as  estimates  covering  work  orders 
' to  be  performed  by  the  following  City  departments: 


San  Francisco  Water  Department $71,700.00 

Civil  Service  Commission 200.00 

Library  504.00 

Purchaser 270.00 

Public  Utilities  Commission 500.00 

Department  of  Public  Works 25.00 


$73,199.00 


PREPAID  INSURANCE,  EXPENSE,  ETC.— $6,714.33: 

This  item  consists  of: 

Prepaid  insurance $ 359.76 

Unamortized  balance  of  consumers  deposit  — Tesla 

Chlorinator  Power  Line 446.06 

Advances  to  Public  Utilities  Commission,  partly  re- 
fundable   5,908.16 

Stores  clearing  account .35 

$6,714.33 

LIABILITIES 
BONDED  DEBT— $53,317,000.00: 

All  outstanding  bonds  of  the  City  were  verified  by  the  auditors  of  the  Controller’s 
office.  We  examined  their  audit  papers  and  saw  that  their  findings  were  in  agreement 
with  the  Hetch  Hetchy  records.  The  details  of  unmatured  bonds  outstanding  are  set 
forth  below: 

Authorized  Redeemed  Redeemed  Outstanding 

Issue  and  Sold  Prior  Years  1947-48  June  30,  1948 

January  1,  1909,  41/2%--$  600,000.00  $ 600,000.00  $ $ 

July  1,  1910,  4% % 45,000,000.00  26,995,000.00  992,000.00  17,013,000.00 

January  1,  1925,  5% 10,000,000.00  4,498,000.00  250,000.00  5,252,000.00 

July  1,  1928,  4% % 24,000,000.00  5,399,000.00  600,000.00  18,001,000.00 

June  1, 1932 : 

5%% 4,325,000.00  1,521,000.00  169,000.00  2,635,000.00 

5% 1,234,000.00  82,000.00  1,152,000.00 

4%% 143,000.00  91,000.00  12,000.00  40,000.00 

4% 280,000.00  20,000.00  260,000.00 

3% 194,000.00  16,000.00  8,000.00  170,000.00 

2%% 324,000.00  60,000.00  20,000.00  244.000.00 

December  1, 1933, 4% 3,500,000.00  2,275,000.00  175,000.00  1,050,000.00 

February  1, 1949/50, 

41/2% 750,000.00  750,000.00 

February  1,  1951/54, 

1%%  1,500,000.00  1,500,000.00 

February  1,  1955/58, 

2%  1,500,000.00  1,500,000.00 

February  1,  1959/68, 

2%%  3,750,000.00  3,750.000.00 


$97,100,000.00  $41,557,000.00  $2,226.000.00  $53,317,000.00 
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BOND  INTEREST — $1,072,025.61 : 

A summary  of  the  bond  interest  applicable 
follows : 


Total 


July  1,  1910,  41£  % $ 401,692.50 

January  1,  1925,  5% 136,025.00 

July  1,  1928,  41/2% 418,567.50 

June  1,  1932: 


5%%. 


3% 

2 %%■ 


December  1,  1933,  4% 

February  1,  1949/50,  4%%. 
February  1,  1951/54,  1%%. 

February  1,  1955/58,  2 % 

February  1,  1959/68,  2%%. 


21,021.04 

9.750.00 
213.75 

1,746.66 

545.00 

861.66 

5.040.00 

14.062.50 

10.937.50 
12,500.00 

39.062.50 


$1,072,025.61 


to  the  various  issues  is  giver 


$382,500.00 

131,250.00 

405,000.00 


$19,19 

4,77 

13,56 


12,626.04  8,3! 

4.800.00  4,9! 

146.25  1 

866.66  8: 

425.00  1 

559.16  3 

3.500.00  1,5 

14.062.50 

10.937.50 
12,500.00 

39.062.50 

$918,750.00  $99,485.61  $53,7 


WARRANTS  OUTSTANDING— $128,147.29: 

These  outstanding  warrants  were  issued  against  the  following  funds: 


Operating  fund $103,250.09 

Reconstruction  and  replacement 1,297.89 

1932  Bond  fund 5.836.72 

1947  Hetch  Hetchy  Water  Bond  fund 17,425.64 

Payroll  deductions 336.95 


$128,147.29 


The  balances  were  found  to  be  in  agreement  with  the  records  of  the  Con- 
troller’s office. 

ACCOUNTS  PAYABLE— MATERIALS  AND  SERVICES— $76,112.20: 
Accounts  payable  include  current  charges  for  services  rendered  by  the 
Pacific  Gas  & Electric  Company  ($75,789.69)  and  other  miscellaneous  items. 
The  amount  due  Pacific  Gas  & Electric  Company  was  confirmed  to  us  by 
direct  correspondence  with  that  creditor. 

ACCRUED  RENT  DUE  UNITED  STATES  GOVERNMENT  UNDER 
RAKER  ACT— $15,000.00: 

This  represents  accrued  rent  for  the  six  months’  period  ended  June  30,  1948 
in  connection  with  the  various  rights  to  public  lands  granted  to  the  City 
under  the  Raker  Act. 

CONTRACT  RETENTIONS— $5,263.30: 

This  consists  of  withholdings  on  two  partly  completed  contracts  and  is 
10%  of  the  cost  to  date  of  those  contracts. 

ACCRUED  INSURANCE— $1,800.00: 

This  accrual  is  the  estimated  amount  of  automobile  insurance  premium 
on  a fleet  policy  carried  by  the  San  Francisco  Water  Department. 


129 


INTERFUND  ACCOUNTS— $33,238.73: 

The  amounts  due  other  departments  on  interfund  accounts  are  as  follows: 
Public  Service  Enterprises: 

Public  Utilities  Commission $ 1,025.09 

General  City  and  County : 

Employees  retirement  system $32,086.46 

General  funds f ~ 117.18 

Recreation  Department 10.00  32,213.64 


$33,238.73 

We  were  unable  to  confirm  the  balance  to  the  credit  of  the  employees  retire- 
| ment  system  for  the  reason  that  the  accounting  records  of  that  department 
1 were  in  arrears  at  the  time  of  our  examination, 
j DEFERRED  CREDITS— $45,769.30: 

These  deferred  credits  include  the  following  balances  which  are  in  the 
nature  of  operating  reserves.  To  the  extent  that  the  amounts  prove  to  be 
excessive  they  presumably  will  be  credited  to  Surplus. 


Reserve  for  vacations $13,807.53 

Reserve  for  sick  leave 5,564.54 

Reserve  for  compensation  insurance 17,877.94 


$37,250.01 

Unamortized  bond  premium  in  the  sum  of  $8,329.00  represents  the  excess 
of  the  cash  proceeds  over  the  face  amount  of  the  1947  Hetch  Hetchy  bonds 
sold  during  the  current  year. 


GENERAL 

We  were  advised  by  the  City  Attorney  that  there  are  certain  suits  pending 
against  the  City  that  may  result  in  claims.  These  suits  are  of  long  standing 
and  concern  the  rights  of  the  City  to  the  waters  of  the  Tuolumne  watershed 
and  the  drying  up  of  springs.  Some  of  these  suits  have  been  kept  alive  only 
by  stipulation,  and  in  the  Attorney’s  opinion  the  City  has  no  reason  to  be 
fearful  of  the  outcome.  Should  any  of  them  result  in  moneyed  judgment  the 
amounts  would  not  be  such  as  to  cause  any  financial  inconvenience  to  the  City. 

We  were  also  informed  that  a suit  for  retroactive  pay  was  decided  against 
the  City  and  County  of  San  Francisco,  with  the  result  that  the  Hetch  Hetchy 
Water  Supply  and  Power  Project  will  be  required  to  pay  approximately 
$8,000.00  in  additional  wages  and  related  contributions  to  the  Employees’ 
Retirement  System.  Pending  determination  of  the  actual  amount  no  liability 
has  been  recorded. 

We  found  that  the  records  were  well  kept  and  had  the  courteous  coopera- 
tion of  all  officials  and  employees  of  the  Hetch  Hetchy  project  and  of  the 
Controller’s  office. 

Respectfully  submitted, 

BARROW,  WADE,  GUTHRIE  & CO., 
Certified  Public  Accountants 
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BOND  INTEREST— $1,072,025.61: 

A summary  of  the  bond  interest  applicable  to  the  various  issues  is  given  as 
follows : 


Total 


Matured  But 
Not  Paid 


July  1,  1910,  4 
January  1,  1925,  5%. 
July  1,  1928,  4y2%... 
June  1, 1932: 


5%%. 


41/2%. 

4% 


3% 

2%% 

December  1,  1933,  4% 

February  1,  1949/50,  4V>%. 
February  1,  1951/54,  1%%. 

February  1,  1955/58,  2% 

February  1,  1959/68,  2y>%. 


$ 


401.692.50 
136,025.00 

418.567.50 

21,021.04 

9.750.00 
213.75 

1,746.66 

545.00 

861.66 

5.040.00 

14.062.50 

10.937.50 
12,500.00 

39.062.50 


$382,500.00 

131,250.00 

405,000.00 


$ 


$19,192.50 

4,775.00 

13,567.50 


12,626.04  8,395.00 

4.800.00  4,950.00 

146.25  67.50 

866.66  880.00 

425.00  120.00 

559.16  302.50 

3.500.00  1,540.00 

14.062.50 

10.937.50 
12,500.00 

39.062.50 


$1,072,025.61  $918,750.00  $99,485.61  $53,790.00 


WARRANTS  OUTSTANDING— $128,147.29: 

These  outstanding  warrants  were  issued  against  the  following  funds : 


Operating  fund $103,250.09 

Reconstruction  and  replacement 1,297.89 

1932  Bond  fund 5.836.72 

1947  Hetch  Hetchy  Water  Bond  fund 17,425.64 

Payroll  deductions 336.95 


$128,147.29 


The  balances  were  found  to  be  in  agreement  with  the  records  of  the  Con- 
troller’s office. 

ACCOUNTS  PAYABLE— MATERIALS  AND  SERVICES— $76,112.20: 
Accounts  payable  include  current  charges  for  services  rendered  by  the 
Pacific  Gas  & Electric  Company  ($75,789.69)  and  other  miscellaneous  items. 
The  amount  due  Pacific  Gas  & Electric  Company  was  confirmed  to  us  by 
direct  correspondence  with  that  creditor. 

ACCRUED  RENT  DUE  UNITED  STATES  GOVERNMENT  UNDER 
RAKER  ACT— $15,000.00: 

This  represents  accrued  rent  for  the  six  months’  period  ended  June  30,  1948 
in  connection  with  the  various  rights  to  public  lands  granted  to  the  City 
under  the  Raker  Act. 

CONTRACT  RETENTIONS— $5,263.30: 

This  consists  of  withholdings  on  two  partly  completed  contracts  and-  is 
10%  of  the  cost  to  date  of  those  contracts. 

ACCRUED  INSURANCE— $1,800.00: 

This  accrual  is  the  estimated  amount  of  automobile  insurance  premium 
on  a fleet  policy  carried  by  the  San  Francisco  Water  Department. 
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INTERFUND  ACCOUNTS — $33,238.73 : 

The  amounts  due  other  departments  on  interfund  accounts  are  as  follows : 
Public  Service  Enterprises: 

Public  Utilities  Commission $ 1,025.09 

General  City  and  County: 

Employees  retirement  system $32,086.46 

General  funds .. 117.18 

Recreation  Department 10.00  32,213.64 


$33,238.73 


We  were  unable  to  confirm  the  balance  to  the  credit  of  the  employees  retire- 
ment system  for  the  reason  that  the  accounting  records  of  that  department 
were  in  arrears  at  the  time  of  our  examination. 

DEFERRED  CREDITS— $45,769.30: 

These  deferred  credits  include  the  following  balances  which  are  in  the 
nature  of  operating  reserves.  To  the  extent  that  the  amounts  prove  to  be 
excessive  they  presumably  will  be  credited  to  Surplus. 


Reserve  for  vacations $13,807.53 

Reserve  for  sick  leave 5,564.54 

Reserve  for  compensation  insurance 17,877.94 


$37,250.01 

Unamortized  bond  premium  in  the  sum  of  $8,329.00  represents  the  excess 
of  the  cash  proceeds  over  the  face  amount  of  the  1947  Hetch  Hetchy  bonds 
sold  during  the  current  year. 


GENERAL 

We  were  advised  by  the  City  Attorney  that  there  are  certain  suits  pending 
against  the  City  that  may  result  in  claims.  These  suits  are  of  long  standing 
and  concern  the  rights  of  the  City  to  the  waters  of  the  Tuolumne  watershed 
and  the  drying  up  of  springs.  Some  of  these  suits  have  been  kept  alive  only 
by  stipulation,  and  in  the  Attorney’s  opinion  the  City  has  no  reason  to  be 
fearful  of  the  outcome.  Should  any  of  them  result  in  moneyed  judgment  the 
amounts  would  not  be  such  as  to  cause  any  financial  inconvenience  to  the  City. 

We  were  also  informed  that  a suit  for  retroactive  pay  was  decided  against 
the  City  and  County  of  San  Francisco,  with  the  result  that  the  Hetch  Hetchy 
Water  Supply  and  Power  Project  will  be  required  to  pay  approximately 
$8,000.00  in  additional  wages  and  related  contributions  to  the  Employees’ 
Retirement  System.  Pending  determination  of  the  actual  amount  no  liability 
has  been  recorded. 

We  found  that  the  records  were  well  kept  and  had  the  courteous  coopera- 
tion of  all  officials  and  employees  of  the  Hetch  Hetchy  project  and  of  the 
Controller’s  office. 


Respectfully  submitted, 

BARROW,  WADE,  GUTHRIE  & CO., 
Certified  Public  Accountants 
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EXHIBIT  “A” 

HETCH  HETCHY  WATER  SUPPLY  AND  POWER  PROJECT 
BALANCE  SHEET 
As  at  June  30,  1948 


ASSETS 


Properties : 

Fixed  capital  in  service $105,821,722.61 

Amazon  and  Glen  Park  reservoir  sites  (non- 
operative)   458,925.00 


106,280,647.61 

Less:  Reserve  for  depreciation 22,640,254.26 


Construction  in  progress. 


83,640,393.35 

98,084.46  $83,738,477.81 


Cash: 

On  deposit  with  Treasurer 10,665,430.10 

Other 5,895.50  10,671,325.60 


Accounts  Receivable 131,843.40 

Interfund  Accounts : 

Public  service  enterprises 290,710.69 

General  City  and  County 491.31  291,202.03 


Deferred  Charges : 

Materials  and  supplies 21,943.89 

Corral  Hollow  Pipeline  (estimated  salvage 

value)  2,326.42 

Preliminary  investigations  and  surveys 198,089.48 

Work  in  progress 552,706.21 

Commitments  (contra)  577,084.43 

Prepaid  insurance,  expense,  etc 6,714.33  1,358,864.76 


$96,191,713.60 
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EXHIBIT  “A” 

HETCH  HETCHY  WATER  SUPPLY  AND  POWER  PROJECT 
BALANCE  SHEET 
As  at  June  30, 1948 


LIABILITIES 

Bonded  Debt: 

Due  July  1,  1948 :.....$  1,600,000.00 

Due  December  1,  1948  to  July  1,  1978 51,700,000.00 

Matured  bonds  not  presented  for  payment....  17,000.00  $53,317,000.00 


Bond  Interest: 

Due  July  1,  1948 918,750.00 

Accrued,  not  due . 99,485.61 

Matured  coupons  not  presented  for  payment  53,790.00  1,072,025.61 


Accounts  Payable  and  Commitments : 

Warrants  outstanding 128,147.29 

Contracts,  purchase  orders  and  other 
commitments : 

Accounts  payable — materials 

and  service $ 76,112.20 

Commitments  (contra)  577,084.43  653,196.63 


Accrued  rent  due  United  States  Government 

under  Raker  Act 

Contract  retentions ...... 

Accrued  insurance ..... 


Interfund  Accounts : 

Public  service  enterprises 
General  City  and  County.. 


Deferred  Credits : 

Operating  reserves 37,250.01 

Unamortized  bond  premiums 8,329.00 

Miscellaneous  190.29  45,769.30 


1,025.09 

32,213.64  33,238.73 


15,000.00 

5,263.30 

1,800.00  803,407.22 


Surplus — Exhibit  "C”. 


40,920,272.74 


$96,191,713.60 
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EXHIBIT  “B” 

HETCH  HETCHY  WATER  SUPPLY  AND  POWER  PROJECT 
STATEMENT  OF  OPERATIONS 
For  the  YTear  Ended  June  30, 1948 


Pemianente  Metals  Corpora- 
tion   

Pacific  Gas  & Electric  Com- 
pany   

Modesto  and  Turlock  irriga- 
tion districts  

City  and  County  of  San  Fran- 
cisco: 

Municipal  Railway 

Street  lighting 

Other  City  and  County.... 

Miscellaneous 

Total  power  sales 

Charge  for  use  of  water  for 
power  by  Hetch  Hetchy  Power 

Division  (see  contra)* 

Receipt  by  transfer  from  San 


Other  revenues: 

Rents  

Meals  — .. 

Miscellaneous 

Total  other  revenues 

Total  revenues 

Expenses : 

Hetch  Hetchy  Water  Supply 
charge  for  use  of  water  for 
power  purposes  (see  contra)* 
Purchase  of  power  from  Pacific 

Gas  & Electric  Company 

Production  expenses  (Sched- 
ule #1) 

Transmission  and  distribution 

(Schedule  #2)  

Administrative  and  general 

(Schedule  #3) 

Total  expenses 

Excess  of  Revenues  Before  Bond 


Deduct : 

Bond  interest 2,131,660.21 

Provision  for  depreciation 1,514,979.47 

3,646,639.68 

Balance — Net  Excess  of  Revenues, 

Transferred  to  Surplus  (Exhibit 

“C”)  -$1,432.556.25 

♦Interdepartmental  transactions  omitted  from  total  column. 


Total 

Water  Supply 

Power 

$ 709,452.41 

$ 

$ 709,452.41 

119,497.00 

119,497.00 

67,932.56 

67,932.56 

419,807.52 

419,807.52 

1,033,674.15 

396,407.46 

644,319.16 

1,182.01 

1,033,674.15 

396,407.46 

644,319.16 

1,182.01 

3,392,272.27 

1,000,000.00 

3,392,272.27 

3,533,700.00 

3,533,700.00 

6,925,972.27 

4,533,700.00 

3,392,272.27 

14,756.83 

6,318.15 

1,758.37 

22,833.35 

872.90 

263.79 

1,136.69 

13,883.93 

6,318.15 

1,494.58 

21,696.66 

6,948,805.62 

4,534,836.69 

3,413,968.93 

1,000,000.00 

169,069.26 

169,069.26 

448,334.30 

246,063.40 

202,270.90 

1,020,221.24 

1,020,221.24 

231,984.89 

165,625.78 

66,359.11 

1,869,609.69 

411,689.18 

2,457,920.51 

5,079,195.93 

$4,123,147.51 

$ 956,048.42 

EXHIBIT  “C” 

HETCH  HETCHY  WATER  SUPPLY  AND  POWER  PROJECT 
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STATEMENT  OF  SURPLUS 
For  the  Year  Ended  June  30, 1948 


Balance,  June  30,  1947 , 

Additions : 

Net  excess  of  revenues  for  year  ended  June  30, 

1948  (Exhibit  “B”) $1,432,556.25 

Adjustment  of  Project’s  share  of  Utilities  En- 
gineering Bureau  expenses  for  the  year 

1946-1947  32,119.73 

Transfer  from  reserve  for  compensation  in- 
surance   10,000.00 

Transfer  from  reserve  for  vacations 3,500.00 

Transfer  from  reserve  for  sick  leave 2,800.00 

Contribution  by  San  Francisco  Water  Depart- 
ment for  interest  on  1947  Hetch  Hetchy 

Water  Bonds . 5,886.54 

Contributions  by  other  City  departments  for 

capital  additions  of  Engineering  Bureau 2,162.53 

Proceeds  from  sale  of  land — received  by  San 

Francisco  Water  Department  in  prior  year  2,800.00 

Profits  on  disposal  or  exchange  of  capital 
assets  664.30 


Deductions : 

Corral  Hollow  Pipeline  material  contributed  to  San  Fran- 
cisco Water  Department 

Balance,  June  30,  1948  (Exhibit  “A”) 


$39,432,133.39 


1,492,489.35 

40,924,622.74 

4,350.00 

$40,920,272.74 
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SCHEDULE  #1 

HETCII  HETCHY  WATER  SUPPLY  AND  POWER  PROJECT 


PRODUCTION  EXPENSES 
For  the  Year  Ended  June  30,  1948 


Contributions  to  retirement  system... 


Maintenance : 

Buildings  and  structures 

Reservoirs,  dams  and  intakes 

Waterways 

Pipelines 

Forebays,  penstocks  and  tailraces. 

Roads  and  trails 

Aqueduct  tunnels 

Hydraulic  power  plant  equipment. 
Miscellaneous  equipment,  etc.,  less 

overhead  credits 

Automotive  transportation  equip- 
ment, less  transportation  charges 
distributed  

Totals 


Miscellaneous: 
Communicatioi 
Hydrography  . 

Totals.... 


Total  Production  Expenses  (Exhibit 


Total 

Water  Supply 

Power 

.$  14,122.34 

$ 

$ 14,122.34 

. 86,840.35 

86,840.35 

. 71,389.16 

62,843.91 

8,545.25 

. 30,481.85 

1,250.72 

29,231.13 

. 20,306.00 

7,007.36 

13,298.64 

. 223,139.70 

71,101.99 

152,037.71 

. 49,408.34 

44,516.04 

4,892.30 

. 33,533.19 

18,861.95 

14,671.24 

. 3,115.22 

3,115.22 

. 13,475.13 

13,475.13 

. 10,412.57 

10,412.57 

. 34,896.44 

34,896.44 

. 20,147.17 

20,147.17 

. 18,446.36 

18,446.36 

. 15,499.76 

13,689.04 

1,810.72 

3 

6,812.26 

6,812.26 

. 205,746.44 

155,513.25 

50,233.19 

. 13,278.69 

13,278.69 

6,169.47 

6,169.47 

. 19,448.16 

19,448.16 

t 

.$448,334.30 

$246,063.40 

$202,270.90 
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SCHEDULE  #2 

HETCH  HETCHY  WATER  SUPPLY  AND  POWER  PROJECT 
POWER  TRANSMISSION  AND  DISTRIBUTION  EXPENSES 
For  the  Year  Ended  June  30, 1948 


Transmission  Expense : 
Operations: 


Superintendence  

Substation  labor  

$ 

Transmission  line  labor 

Transmission  line  supplies  and  expense. 
Contributions  to  retirement  system 


Power 

9,088.08 

9,804.61 

3,805.82 

637.49 

2,482.86 


$ 


25,818.86 


Maintenance : 

Transmission  structures  

Substation  equipment 

Towers  and  fixtures 

Poles  and  fixtures 

Pole  and  tower  line  conductors. 

Miscellaneous 

Extraordinary  maintenance 


657.50 

1,546.71 

1,159.19 

33,924.64 

2,154.35 

2,659.99 

63,955.47 


106,057.85 


Distribution  Expense : 

Operation  supervision  and  engineering 14,852.66 

Contributions  to  retirement  system 1,455.09 

Maintenance :....  37.87 

Pacific  Gas  & Electric  Company  service  charges 
and  rentals  of  transmission  and  distribution 

facilities  871,998.91  888,344.53 


Total  Transmission  and  Distribution  Expenses  (Ex- 
hibit “B” ) $1,020,221.24 


SCHEDULE  #3 

HETCH  HETCHY  WATER  SUPPLY  AND  POWER  PROJECT 


ADMINISTRATIVE  AND  GENERAL  EXPENSES 
For  the  Year  Ended  June  30, 1948 


Total  Water  Supply  Power 


Salaries  and  wages v $ 24,006.47 

Contributions  to  retirement  system 2,709.58 

Services  of  other  departments 105,066.92 

Professional  services 8,624.49 

Stationery,  office  supplies  and  postage....  1,258.46 

Telephone  and  telegraph 341.65 

Travel  and  other  expense 5,900.46 

Fire  insurance 179.84 

Automobile  insurance 1,814.62 

Injuries  and  damages 4,659.45 

Water  litigation  and  damage  claims,  etc.  30,892.10 

Miscellaneous  67.59 

Rent  paid  under  Raker  Act 30,000.00 


City,  county  and  irrigation  district  taxes  16,463.26 


$ 17,685.98  $ 6,320.49 

2,031.13  678.45 

53,054.75  52,012.17 

6,849.49  1,775.00 

546.81  711.65 

341.65 

1,730.80  4,169.66 

179.84 

1,497.39  317.23 

4,650.21  9.24 

30,892.10 

44.02  23.57 

30,000.00 
16,463.26 


Total  Administrative  and  General 

Expenses  (Exhibit  “B”) $231,984.89  $165,625.78  $66,359.11 


Municipal  Railway 

Report  on  Examination  of  Accounts 
For  the  Fiscal  Year  Ended  June  30,  1948 
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McLaren,  Goode  & Co. 

CERTIFIED  PUBLIC  ACCOUNTANTS 
444  California  Street  San  Francisco  4 


October  14,  1948. 


Honorable  H.  D.  Ross, 

Controller,  City  and  County  of  San  Francisco, 
San  Francisco,  California. 


Dear  Sir: 

We  have  examined  the  accounts  reflected  by  the  proprietary  records  of  the 
MUNICIPAL  RAILWAY  OF  SAN  FRANCISCO 

for  the  year  ended  June  30,  1948,  and  submit  herewith  our  report  which  con- 
sists of  the  following  exhibits  and  comments  thereon: 

Exhibit  A — Balance  sheet — June  30,  1948. 

Exhibit  B — Comparative  statement  of  income  and  expense  for  the 
two  years  ended  June  30,  1948  and  1947. 

In  this  connection  we  reviewed  the  system  of  internal  control  and  the  ac- 
counting procedures  of  the  Railway  and,  without  making  a detailed  audit  of 
the  transactions,  have  examined  or  tested  accounting  records  of  the  Railway 
and  other  supporting  evidence,  by  methods  and  to  the  extent  we  deemed  ap- 
propriate. The  examination  was  conducted  in  accordance  with  generally 
accepted  auditing  standards  applicable  in  the  circumstances  and  without 
the  omission  of  any  auditing  procedure  we  deemed  necessary. 

The  consultant  and  statistician  of  the  Grand  Jury  participated  in  the  ex- 
amination. 

Substantial  future  losses  due  to  abandonment  of  street  car  mileage  under 
the  rehabilitation  program  cannot  be  established  at  present  and  can  be 
determined  only  by  an  engineering  survey. 

In  our  opinion,  the  appended  balance  sheet  and  statement  of  income  and 
expense,  as  amplified  and  explained  by  the  immediately  preceding  para- 
graph, present  fairly  the  position  of  the  Municipal  Railway  of  San  Francisco 
at  June  30,  1948,  and  the  results  of  its  operations  for  the  fiscal  year  then 
ended  on  a basis  consistent  with  that  of  the  previous  year. 

McLaren,  goode  & co., 


Certified  Public  Accountants. 
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OPERATIONS 


Operations  for  the  year  ended  June  30,  1948,  resulted  in  a loss  of 
$1,593,681.50  as  compared  with  a loss  of  $584,844.26  for  the  preceding  year. 
These  results  are  set  forth  in  Exhibit  B,  of  which  the  following  is  a brief 
summary : 

Year  Ended  June  30  Increase 

1948  1947  Decrease 


Operating  income : 

Passenger  revenue  $18,171,522.23  $18,890,016.71  $ 718, m48 

Other  150,059.68  148,738.82  1,320.86 

Total  operating  income....$18, 321, 581.91  $19,038,755.53  $ 717,173.62 

Operating  expense 19,627,403.21  19,557,473.66  69,929.55 

Net  loss  from  operations..$  1,305,821.30  $ 518,718.13  $ 787,103.17 

Other  income  10,519.31  11,271.74  75243 

$ 1,295,301.99  1 507,446.39  $ 787,855.60 

Other  expense 298,379.51  77,397.87  220,981.64 


Net  loss — year  ended 

June  30  $ 1,593,681.50  $ 584,844.26  $1,008,837.24 


Statistical  records  of  the  railway  show  the  following  mileages  operated 
for  the  past  two  years  by  the  various  types  of  passenger  carrying  equipment: 


Miles  operated: 

Street  cars 

Cable  cars  

Motor  coaches  .. 
Trolley  coaches 


Year  Ended  Ji 
1948 


me  30 
1947 


.15,530,556  18,306,441 

. 436,424  458,162 

.11,767,885  10,412,688 

. 1,331,994  886,008 


Decrease 

2,775,885 

21,738 

1,355,197 

445,986 


Total  miles  operated .29,066,859  30,063,299  996, UP 

The  net  loss  from  operations  increased  to  $1,305,821.30  in  the  current  year 
as  compared  to  $518,718.13  for  the  previous  year.  These  results  are  analyzed 
on  the  basis  of  cents  per  mile  in  the  following  summary : 

Cents  Per  Mile 
Year  Ended  June  30 

Expense  Classification  1948  1947 

Operating  Income : 

Passenger  revenue 62.516  62.834 

Other  . .516  .495 


Total  operating  income. 


63.032  63.329  .298 


Operating  Expense : 

Maintenance  and  repairs : 

Ways  and  structures 3.206  3.296  .090 

Equipment  6.517  6.096  .421 


Power 

Conducting  transportation 
General  and  miscellaneous. 
Taxes  .........,..L. 


9.723 

6.399 

35.031 

7.596 

.060 


9.392 

5.531 

34.239 

5.990 

.047 


.331 

.868 

.792 

1.606 

.013 


Provision  for  accidents 

Provision  for  depreciation. 


58.809  55.199  3.610 

4.973  6.283  1.310 

3.743  3.572  .171 


Total  operating  expense 67.525 


Net  loss  from  operations.. 
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Passenger  revenue  decreased  $718,494.48  as  compared  with  the  previous 
year.  The  basic  fare  structure  remained  unchanged,  ten  cents  regular,  three 
tokens  for  twenty-five  cents,  the  only  material  change  in  rates  being  an  ad- 
justment of  certain  charter  coach  charges.  Lowered  passenger  revenue  is 
caused  primarily  by  a decrease  of  7,215,230  in  revenue  passengers  carried 
and  to  a lesser  degree  by  a slightly  lower  average  passenger  revenue.  The 
effect  on  passenger  revenue  of  these  factors  is  evaluated  in  the  following 
summary : 

Decrease  in  passengers — the  decrease  in  passengers  of  7,215,230 


times  the  1946-47  average  fare  of  8.433  cents $608,453.45 

Decrease  in  average  passenger  fare — the  1947-48  passengers  of 

216,788,454  times  the  decrease  in  average  fare  of  .051  cents... 110,041.03 


Total  decrease  in  passenger  revenue $718,494.48 


While  total  passengers  carried  declined,  there  was  an  increase  in  the  rides 
afforded  school  children.  This  factor,  with  a decrease  in  the  ratio  of  ten  cent 
fares  to  token  fares,  was  the  main  reason  for  the  slight  decline  in  average 
fare  realized. 

The  increase  of  $69,929.55  in  operating  expense  is  segregated  between  pay 
roll  and  other  costs  by  account  groups  in  the  summary  which  follows : 

Increases -Decreases  in  operating  costs 

Expense  Classification  Total  Pay  Roll  Other 

Maintenance  and  repairs: 

Wages  and  structures $ 58,902.00  $ 42,817.92  $ 101,719.92 

Equipment  61,648.99  4254.88  65,903.87 


$ 2,746.99 

Power  197,269.25 

Conducting  transportation 111,047.33 

General  and  miscellaneous 406,984.02 

Taxes  3,436.53 


$ 38,563.04 
6,540.86 
113,593.43 
29218.08 


$ 35,816.05 

190,728.39 
2,546.10 
436,202.10 
3,436.53 


Provision  for  accidents 

$499,389.46  $ 97,707.61 

443  463  78  

$597,097.07 

443463.78 

14,003.87 

Provision  for  depreciation 

ii', 003.87  

Total 

$ KQ  Q9Q  KK  « 07  7^7  /?/ 

$167,637.16 

Pay  roll  expense  decreased  $97,707.61  during  the  current  year  despite  pay 
roll  rate  increases  effective  July  1,  1947.  These  increases  varied  from  6.9% 
to  33.7%,  with  some  of  the  main  classifications  being  detailed  below: 


Classification 

Platform  men — per  hour 

Car  cleaners  and  janitors — per  month. 

Trackmen — per  day  

Shop  mechanics — per  day 

Senior  shop  mechanics — per  day 

Auto  mechanics — per  day 

Auto  machinists — per  day 


... 


July  1.  1 9-r 
.:$  1.368 

..  210.00 
..  11.20 
..  10.56 

..  14.40 

..  14.40 

..  15.40 


July  1,  1946 
$ 1.24 

195.00 
8.50 
8.80 
12.00 
12.00 
13.00 


The  decrease  in  pay  roll  expense  must  be  due  therefore  to  either  decreased 
personnel,  a decrease  in  time  paid  for  at  overtime  rates,  or  to  both  factors. 
One  factor  causing  a decrease  in  personnel  was  the  substitution  of  one-man 
bus  and  trolley  operations  for  two-man  street  car  operation.  The  Railway  has 
not  compiled  adequate  statistics  to  evaluate  the  relative  effects  of  the  fore- 
going factors. 

Increases  and  decreases  in  operating  expense,  other  than  pay  roll,  are  com- 
mented on  as  follows: 

Maintenance  of  ways  and  structures  decreased  $101,719.92  due  to  less 
paving  work  performed  which  was  the  result  of  the  substitution  of  motor 
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coaches  for  street  cars  and  the  assumption  by  the  Board  of  Works  of  paving 
on  streets  containing  nonoperated  street  car  lines. 

More  extensive  use  of  motor  coaches  and  the  elimination  of  street  cars 
account  for  an  increase  of  $65,903.87  in  equipment  maintenance. 

Power  costs  increased  $190,728.39,  which  is  analyzed  as  follows: 

Gasoline  and  diesel  fuel $262,711.62 

Electric  power  for  operations 72,213.71* 

Other  items - 230.48 


Total  $190,728.39 


♦Decrease. 

While  mileage  of  motor  coaches  increased  13.01%,  fuel  consumption  in- 
creased 20.85%  and  cost  of  fuel  went  up  73.98%,  reflecting  much  higher  gal- 
lonage  prices. 

Street  car  mileage  operated  decreased  15.16%  with  a corresponding  de- 
crease in  power  costs  of  9.6%,  reflecting  higher  unit  costs. 

General  and  miscellaneous  expense  increased  $436,202.10,  as  follows: 


Pension  costs J $504,465.08 

Sundry  items 12,243,79 

$516,708.87 

Less — compensation  costs  .80,506.77 

Total  $436,202.10 


Pension  costs  were  computed  on  the  basis  of  8.415%  of  the  total  pay  roll 
as  compared  with  approximately  4.48%  for  the  previous  year.  The  current 
year’s  percentage  was  used  in  budget  estimates  and  for  book  purposes  upon 
instructions  from  the  Retirement  Board.  The  changed  percentage  is  due  to 
a charter  amendment  voted  by  the  citizens  in  November,  1946,  which  became 
effective  on  July  1,  1947. 

A request  for  confirmation  of  the  current  year’s  pension  and  compensation 
costs  as  reflected  on  the  books  of  the  Railway  elicited  the  information  from 
the  Secretary  of  the  Retirement  Board  that  the  final  costs  were  not  currently 
determinable. 

Provision  for  accidents  was  decreased  $443,463.78,  or  from  ten  per  cent  to 
7.955%  of  passenger  revenue. 

Other  income  showed  a decrease  of  $752.43. 

Other  expense  recorded  an  increase  of  $220,981.64,  which  is  analyzed  as 
follows : 


Increase  in  loss  on  retirement  of  fixed  capital — - 

net  of  salvage,  etc $160,532.84 

Provision  for  obsolescence  in  inventory 82,799.67 


$243,332.51 

Decrease  in  interest  expense  due  to  retirement  of  bonds  and 
lowered  interest  resulting  from  refinancing  of  indebtedness 
to  Market  Street  Railway  Company 22,350.87 


Increase  in  other  expense — net $220,981.64 


142 


FINANCIAL  POSITION 

The  financial  position  of  the  railway  at  June  30,  1948,  is  presented  in 
Exhibit  A and  is  summarized  and  compared  with  the  position  at  June  30, 
1947,  in  the  following  statement: 


Jun, 

s 30 

Increase 

ASSETS 

1948 

1947 

Decrease 

Fixed  capital  

..$13,460,440.56 

$10,411,585.25 

$3,048,855.31 

Cash  

..  8,932,838.92 

5,184.864.31 

3,747,974.61 

Accounts  receivable  

58,586.87 

42,477.48 

16,109.39 

Deferred  charges: 

Inventory  of  materials  and 

supplies  

822,720.57 

808,910.02 

13,810.55 

Replacement  jobs  in  progress  55,410.62 

378,737.84 

323,32732 

Other  items 

9,689.81 

52,176.65 

42486.8^ 

Commitments 

..  2,402.813.07 

1,878,970.56 

523,842.51 

$25,742,500.42 

$18,757,722.11 

$6,984,778.31 

LIABILITIES  AND  SURPLUS 

Bonded  debt  

..$  8', 951.900.00 

$ 601,000.00 

$8,350,900.00 

Market  Street  Railway 

Company 

1.934,347.46 

1,934,347.46 

Bond  interest  payable 

61,513.12 

4,155.00 

57,358.12 

Accounts  payable,  including 

commitments  

..  4,771.034.27 

3.411,109.22 

1,359,925.05 

Interfund  accounts  payable.... 

..  1,422,256.36 

859,299.78 

562,956.58 

Reserves  

..  2,855,429.75 

2,710,623.83 

144,805.92 

Deferred  credits 

11,391.07 

14,148.22 

2,757.15 

Contributed  surplus  

..  2,291,405.86 

2,282,480.86 

8,925.00 

Earned  surplus 

..  5,377,569.99 

6.940,557.74 

1,562,987.75 

$25,742,500.42 

$18,757,722.11 

$6,984,778.31 

Changes  in  financial  position  resulting  in  an  increase  of  $3,747,974.61  in 
cash  funds  are  analyzed  in  the  following  statement  of  funds  provided  and 
their  application. 
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FUNDS  PROVIDED: 


$1,445,537.89 

1,087,841.45 

82,799.67 


$2,616,179.01 

Deduct — net  loss  for  the  year 1,593,681.50 


Funds  provided  from  operations $ 1,022,497.51 

Bonded  indebtedness  incurred 8,450,000.00 

Increase  in  accounts  payable 1,399,039.12 

Increase  in  token  liability 61,124.33 

Increase  in  bond  interest  payable 57,358.12 

Contribution — War  Assets  Administration 8,925.00 

Decrease  in  deferred  charges  and  other  minor  items 3,268.46 


Charges  to  operations  not  requiring  funds : 
Provision  for: 

Accidents  

Depreciation  

Obsolescence  in  inventory 


Total  funds  provided : $11,002,212.54 

FUNDS  APPLIED: 

Additions  to  capital  assets  and  to  construction 
and  replacement  jobs  in  progress — less  the 

net  book  value  of  assets  retired $3,745,314.56 

Payments  to  Market  Street  Railway  Company 

(final)  1,934,347.46 

Payments  for  accidents,  and  accident  depart- 
ment costs  1,361,856.30 

Bonded  indebtedness  retired 100,000.00 

Additions  to  inventory 96,610.22 

Increase  in  accounts  receivable 16,109.39 


Total  funds  applied. 


7,254,237.93 


INCREASE  IN  CASH  FUNDS. 


.$  3,747,974.61 


BALANCE  SHEET  COMMENTS 


The  following  comments  refer  to  the  various  balance  sheet  items: 
FIXED  CAPITAL— NET— $13,460,440.56 : 

Fixed  capital  accounts  are  summarized  as  follows: 


Additions  Deductions 


Bala 

Jun, 


n3coe; 


1948 


Assets $44,017,525.69  $4,111,278.18  $2,857,583.86  $45,271,220.01 

Reserves 34,084,433.01  1,087,841.45  2,553,740.26  32,618,534.20 


$ 9,933,092.68  $3,023,436.73  $ 303,843.60  $12,652,685.81 

Construction  and 
rehabilitation 
projects  in 

progress  478,492.57  329,262.18  ...............  807,754.75 


Fixed  Capital 

—net  ....$10,411,585.25  $3,352,698.91  $ 303,843.60  $13,460,440.56 
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Additions  to  fixed  assets  consisted  of  the  following : 

Motor  coaches  (145) $2,332,349.81 

Trolley  coaches  (40) 721,479.67 

Reconstruction  of  inner  tracks  on  Market  Street  between 

Fremont  and  Eddy  Streets 208,736.75 

Conversion  of  “E”  line  to  trolley  coach  operation 158,600.60 

Extension  of  Stockton  Street  tracks  across  Market  Street 85,977.28 

Additions  and  betterments  to  Geary  Street  car  house 152,494.20 

Improvements  to  24th  and  Utah  bus  garage 70,309.04 

Paving  replacements  106,663.02 

Reconstruction  of  fare  boxes  and  additions  to  shop  equipment....  83,057.12 
Various  other  additions  and  betterments 191,610.69 


Total  additions. 


.$4,111,278.18 


Deductions  from  fixed  assets  are  summarized  as  follows: 
REVENUE  EQUIPMENT: 


Street  cars  (46) $758,016.85 

Motor  coaches  (31) 298,893.99 

Cable  cars '(11) 68,014.00 


$1,124,924.84 


WAYS  AND  STRUCTURES: 


Track,  etc.,  on: 

Polk  Street $209,340.57 

Sacramento  and  Larkin  Streets 178,637.42 

Stewart,  Folsom,  etc 155,253.90 

Kearny  Street 133,168.52 

Sansome  Street  131,992.00 

Golden  Gate  Park 106,946.40 

Market  Street— Fremont  to  Eddy 80,571.00 

Paving  replacements 124,504.24 

Various  other  replacements  and  retirements 359,727.58  1,480,141.63 


Haight  Street  car  house  property 73,425.00 

Work  cars  (7) 65,763.00 

Sundry  other  items .-. 113,329.39 


Total  deductions 


.$2,857,583.86 


Construction  and  rehabilitation  projects  in  progress  at  June  30,  1948,  con- 


sisted of: 

Motor  coaches  (15)  placed  in  service  in  July $240,572.61 

Engineering  and  general  overhead  expense  allocable  to 

various  projects  201,126.81 

Market  Street  track  reconstruction,  Eddy  Street  to 

Valencia  Street 195,550.79 

Other  projects 170,504.54 


Total 


.$807,754.75 
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Additions  of  $1,087,841.45  to  the  reserve  for  depreciation  were  computed 
on  the  same  basis  as  in  the  previous  year. 

Deductions  from  reserves  totaled  $2,553,740.26,  which  were  applicable  to 
retirements. 

Fixed  capital  of  the  railway  is  recorded  on  the  books  at  appraised  amounts, 
as  determined  by  the  Public  Utility  Commission  as  at  June  30,  1938  (Market 
Street  Extension  as  of  September  29,  1944)  with  additions  to  date  at  cost, 
principally.  Deductions  are  made  at  specific  amounts  when  obtainable,  other- 
wise on  the  basis  of  estimates  furnished  by  the  engineering  department. 

Reserves  are  the  amounts  as  determined  by  the  Public  Utility  Commission 
as  of  the  foregoing  dates,  with  additions  to  date,  based  on  useful  life  expec- 
tancy as  estimated  and  approved  by  the  Commission.  Deductions  from  the 
reserves  are  made  on  the  following  bases : 

1.  Actual  reserve  applicable  to  the  asset  retired  or  replaced. 

2.  An  amount  equal  to  the  asset  retired  or  replaced.  This  method  is  ap- 

plicable to  certain  assets  of  the  original  Municipal  Railway  such  as 
grading,  ballast,  ties  and  paving. 

3.  An  amount  equal  to  the  estimated  depreciable  cost  of  the  asset.  This 

method  is  applicable  to  certain  assets  of  the  original  Municipal  Rail- 
way, such  as  rails  and  special  work. 

Frequent  and  repeated  losses  have  been  sustained  on  the  retirement  of 
fixed  capital  assets  and  this  indicates  that  the  depreciation  provision  has 
not  been  adequate.  The  Commission  should  consider,  first;  a reappraisal  of 
those  portions  of  assets  now  considered  nondepreciable,  and  second;  the  ade- 
quacy of  the  rates  used  to  create  reserves  for  depreciation. 

Records  of  the  railway  at  June  30,  1948,  indicated  ownership  of  290  miles, 
approximately,  of  track,  of  which  61  miles,  approximately,  were  nonoperated 
at  that  date.  This  nonoperated  and  abandoned  mileage  will  be  increased  ma- 
terially due  to  the  rehabilitation  program  under  which  street  car  lines  are 
being  replaced  by  trolley  and  motor  coach  lines.  The  losses  to  be  sustained 
on  the  elimination  of  such  abandoned  assets  are  not  readily  determinable 
without  an  engineering  survey  but  will  be  substantial. 
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During  the  current  year,  removal  of  abandoned  trackage,  acquired  from 
the  Market  Street  Railway  Company  on  Kearny,  Sansome  and  other  streets, 
and  related  repaving  was  performed  by  the  Department  of  Public  Works  at 
no  cost  to  the  Railway.  All  similar  retirement  costs  incurred  in  prior  years 
were  borne  by  the  Railway. 

A summary  of  units  of  revenue  equipment  on  hand  and  changes  therein 
during  the  year  follows: 


Motor  coaches  253 

Street  cars  599 

Trolley  coaches  18 

Cable  cars 38 
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40 


31 

46 


11 


367 

553 

58 

27 


Total 908  185  88  1,005 

CASH— $8,932,838.92: 

The  foregoing  is  segregated  by  funds  in  the  following  summary: 

On  deposit  with  the  Treasurer: 

Bond  funds— 1947  rehabilitation $4,954,181.15 

Operating  3,208,369.99 

Reconstruction  and  replacement 730.610.63 

Bond  interest  17,502.35 

1947  Market  Street  Railway  Refinancing  Bond  funds 5,024.80 

Bond  redemption 1,900.00 

Land  purchase 250.00 


$8,917,838.92 

Revolving  funds 15,000.00 


Total  cash $8,932,838.92 


Funds  on  deposit  with  the  Treasurer  were  confirmed  by  the  Controller. 
Revolving  funds  were  substantiated  by  certificates  received  from  the  cus- 
todians and  those  in  banks  by  reconciliation  with  certificates  received  from 


depositaries. 

ACCOUNTS  RECEIVABLE— $58,586.87: 

These  accounts  consist  of  the  following: 

Claims  under  excess  cover  liability  insurance $21,167.13 

Advertising  revenue 18,625.59 

Charter  services  and  token  sales 11,155.42 

Other  accounts 7,638.73 


Total  accounts  receivable $58,586.87 

No  losses  are  anticipated  in  the  collection  of  these  accounts. 

DEFERRED  CHARGES— $3,290,634.07: 

Included  in  this  classification  are : 

Inventory  of  materials  and  supplies $924,628.57 

Less:  Reserve  for  obsolescence 101,908.00  $ 822,720.57 

Replacement  jobs  in  progress 55,410.62 

Insurance  prepaid  and  other  deferred  items 9,689.81 

Commitments 2,402,813.07 


Total  deferred  charges. 


.$3,290,634.07 


The  inventory  of  materials  and  supplies,  $924,628.57,  is  the  gross  book 
amount  of  inventories  on  hand  at  June  .30,  1948.  This  amount  was  substan- 
tiated by  a tabulation  of  perpetual  inventory  records  as  of  May  31, 1948,  which 
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was  adjusted  to  the  June  30th  figure  by  subsequent  receipts  and  disburse- 
ments. Perpetual  inventory  records  were  adjusted  on  the  basis  of  physical 
counts  made  by  employees  at  various  times  during  the  year.  Checks  of  quan- 
tities were  made  during  this  examination  to  test  the  essential  accuracy  of 
the  inventory  records.  Prices  used  were  purchase  cost,  average  purchase 
cost,  and  usable  cost  on  certain  salvage  items.  Clerical  accuracy  of  exten- 
sions, footings  and  summaries  was  tested. 

The  reserve  for  obsolescence  in  inventory  increased  from  $13,755.24  at 
June  30,  1947,  to  $101,908.00  at  June  30,  1948.  Changes  in  this  reserve  are 


summarized  as  follows: 

Provision  charged  to  operations ...... $ 82,799.67 

Adjustment  necessary  to  bring  general  records  into  agreement 

with  adjusted  tabulation 14,972.99 

Overages  determined  by  physical  counts . 2,216.43 


Obsolete  materials  charged  off. 


Additions  to  reserve — net 

Balance  in  reserve,  June  30,  1947 


Balance  in  reserve,  June  30,  1948 $101,908.00 


This  reserve  has  been  provided  to  absorb  losses  which  will  be  suffered  on 
the  disposal  of  inventory  items  due  to  changing  types  of  equipment  and 
other  transit  changes.  The  adequacy  of  this  reserve  is  currently  indeter- 
minable. 

Replacement  jobs  in  progress  at  June  30,  1948,  totaled  $55,410.62,  of  which 
$47,010.19  consisted  pf  materials  issued  for  the  reconstruction  of  the  inner 
tracks  on  Market  Street. 

Insurance  prepaid  and  other  deferred  items,  $9,689.81,  were  substantiated 
by  reference  to  copies  of  insurance  policies  and  other  data. 

Commitments,  $2,402,813.07,  consisted  of  all  purchase  orders,  contracts 
and  other  commitments  for  which  goods  and  services  had  not  been  received 
at  June  30,  1948.  Included  in  the  foregoing  total  are  commitments  for  the 


following: 

Purchase  of  motor  coaches  (79) $1,267,615.75 

Purchase  of  streetcars  (10) . 277,381.75 

Elkton  Yard  changes 202,000.00 

Geary  Street  track  changes 160,750.00 

Fillmore  Street  line — conversion  to  trolley  coaches 164,300.00 


BONDED  DEBT— $8,951,900.00: 

The  foregoing  includes  bonds  of  $1,950,000.00  which  were  issued  during  the 
year  to  liquidate  the  indebtedness  to  the  Market  Street  Railway  Company 
and  $6,500,000.00  rehabilitation  bonds  which  are  a part  of  the  $20,000,000.00 
authorized  by  the  voters  in  November,  1947.  The  1913  bond  issue  liability 
was  reduced  from  $600,000.00  to  $500,000.00  during  the  year. 

BOND  INTEREST  PAYABLE— $61,513.12: 

Bond  interest  matured  and  unpaid  at  June  30,  1948,  totaled  $1,210.00  and 
interest  accrued  but  not  due  totaled  $60,303.12.  Interest  on  the  rehabilitation 
bonds,  during  the  construction  period,  is  being  capitalized. 

ACCOUNTS  PAYABLE— $4,771,034.27: 

Items  comprising  this  classification  are  detailed  in  Exhibit  A. 

Warrants  outstanding,  $1,740,505.13,  included  the  liability  for  pay  rolls  for 
the  last  half  of  June,  1948. 

General  creditors,  $878,047.33,  represented  principally  current  trade  in- 
debtedness and  includes  liabilities  at  June  30th  incurred  under  the  rehabili- 
tation program. 


$ 99,989.09 
. 11,836.33 

.$  88,152.76 
. 13,755.24 
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Commitments,  $2,140,533.07,  is  an  offset  to  an  equivalent  amount  included  | 
in  “Deferred  Charges.”  I 

INTERFUND  ACCOUNTS  PAYABLE— $1,422,256.36: 

Included  in  the  foregoing  was  a liability  of  $879,927.07  to  the  Retirement  ) , 
System.  A request  for  confirmation  of  this  balance  elicited  the  information 
from  the  Secretary  that  the  data  necessary  for  final  determination  of  the 
June  30th  liability  were  currently  indeterminable.  This  amount  is  subject 
to  later  adjustment. 

Requests  for  confirmation  of  other  balances  did  not  disclose  any  differences. 


RESERVES— $2,855,429.75 : 

Reserves  at  June  30th  consisted  of  the  following: 

Accident  claims $2,450,000.00 

Employee  compensation  claims 165,000.00 

Outstanding  tokens 240,429.75 


Total $2,855,429.75 


An  analysis  of  the  reserve  for  accident  claims  follows : 

Balance,  June  30,  1947 $2,366,318.41 

Provision  charged  to  operations 1,445,537.89 


$3,811,856.30 

Claims  paid,  including  sundry  expense  items $1,167,984.61 

Less:  Claims  re  excess  coverage  insurance 102,367.29 


Pay  rolls,  including  pension  costs. 

Legal  costs — City  Attorney 

Excess  cover  insurance 

Sundry  


$1,065,617.32 

138,847.85 

95,740.00 

60,147.73 

1,503.40 


Charges  to  the  reserve — net. 


1,361,856.30 


Balance,  June  30,  1948. 


.$2,450,000.00 


Records  of  the  Railway  indicate  that  unsettled  claims  at  June  30,  1948, 
totaled  more  than  $14,600,000.00,  exclusive  of  over  $700,000.00  in  claims  filed 
subsequent  to  June  30th,  for  accidents  occurring  prior  thereto. 

Based  on  current  settlement  costs  it  was  estimated  that  a reserve  of 
$2,450,000.00  was  necessary  to  settle  all  claims  outstanding  at  June  30,  1948. 

The  Railway  carries  an  excess  public  liability  and  property  damage  liabil- 
ity policy  with  a retention  of  $37,500.00  on  account  of  a single  occurrence  and 
a limit  of  $500,000.00. 

The  reserve  for  employee  compensation  claims,  $165,000.00,  remained  un- 
changed during  the  year.  The  Secretary  of  the  Retirement  Board  advises 
that  data  necessary  for  the  determination  of  the  liability  at  June  30,  1948, 
were  not  currently  available. 

The  reserve  for  outstanding  tokens,  $240,429.75,  represented  the  Railway’s 
liability  at  June  30,  1948,  for  all  tokens  in  the  hands  of  the  public  computed 
at  8-1/3  cents  each. 

DEFERRED  CREDITS— $11,391.07: 

These  consisted  of  cancelled  pay  roll  checks,  unamortized  bond  premiums  ( , 
and  other  minor  items,  final  disposition  of  which  is  being  deferred  to  subse- 
quent periods. 

CONTRIBUTED  SURPLUS— $2,291,405.86 : 

This  account  was  increased  by  $8,925.00,  representing  the  appraised  value  || 
of  equipment  donated  by  the  War  Assets  Administration. 

EARNED  SURPLUS— $5,377,569.99: 

Earned  surplus  was  increased  by  $30,693.75,  representing  1946-47  engi-  | 
neering  costs  which  were  charged  to  expense  in  that  year  and  adjusted  to  j 
capital  accounts  in  the  current  year.  The  decrease  of  $1,593,681.50  was  the  I 
excess  of  expense  over  income  for  the  year  ended  June  30,  1948. 
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EXHIBIT  “B” 

MUNICIPAL  RAILWAY  OF  SAN  FRANCISCO 

Comparative  Statement  of  Income  and  Expense 
For  the  Two  Years  Ended  June  30,  1948  and  1947 


Year  Ended  June  30  Increase 


1948 

1947 

Decrease 

OPERATING  INCOME: 

Passenger  revenue 

....$18,171,522.23 

$18,890,016.71 

$ 

718, mX8 

Advertising 

125,415.34 

120,607.32 

4,808.02 

Rents  

11,637.53 

11,647.03 

9.50 

Other  

13,006.81 

16,484.47 

3X77.60 

Total  operating  income 

...$18,321,581.91 

$19,038,755.53 

$ 

717,173.62 

OPERATING  EXPENSE: 

Maintenance  and  repairs: 

i Ways  and  structures 

....$  932,024.02 

$ 990,926.02 

$ 

58,902.00 

Equipment 

....  1,894,274.59 

1,832,625.60 

61,648.99 

$ 2,826,298.61 

$ 2,823,551.62 

? 

2,746.99 

Power 

....  1,859,977.71 

1,662,708.46 

197,269.25 

Conducting  transportation 

....  10,182,450.40 

10,293,497.73 

111,01X7 .33 

General  and  miscellaneous 

....  2,207,744.47 

1,800,760.45 

406,984.02 

Taxes  

17,552.68 

14,116.15 

3,436.53 

$17,094,023.87 

$16,594,634.41 

$ 

499,389.46 

Provision  for  accidents 

....  1,445,537.89 

1,889,001.67 

U3X63.78 

t Provision  for  depreciation 

....  1,087,841.45 

1,073,837.58 

14,003.87 

Total  operating  expense 

....$19,627,403.21 

$19,557,473.66 

$ 

69,929.55 

Net  loss  from  operations 

....$  1,305,821.30 

$ 518,718.13 

5 

787,103.17 

OTHER  INCOME: 

Interest  on  bank  balances 

....$  6,537.42 

$ 5,257.12 

$ 

1,280.30 

Warrants  of  prior  periods  carried 

to  income 

3,981.89 

6,014.62 

2,032.73 

Total  other  income 

....$  10,519.31 

$ 11,271.74 

$ 

752X3 

$ 1,295,301.99 

$ 507,446.39 

$ 

787,855.60 

OTHER  EXPENSE: 

Interest  $ 95,453.49  $ 117,804.36  $ 22,350.87 

Net  book  value  of  fixed  capital  retired, 
less  salvage  realized  and  sundry  al- 
lowances   120,126.35  40A0649  160,532.84 

Provision  for  obsolescence  in 

inventory 82,799.67  82,799.67 


Total  other  expense $ 298,379.51  $ 77,397.87  $ 220,981.64 


MET  LOSS— YEAR  ENDED  JUNE  30- 

EXHIBIT  “A”  $ 1,593,681.50  $ 584,844.26  $1,008,837.24 


Airport  Department 


San  Francisco  Airport — San  Mateo  County 


Report  on  Examination  of  Accounts 
For  the  Fiscal  Year  Ended  June  30,  1948 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 
Office  of  the  Controller 


October  15, 1948 


Mr.  Harry  D.  Ross 
Controller 

City  and  County  of  San  Francisco 


AIRPORT  DEPARTMENT 

SAN  FRANCISCO  AIRPORT  — SAN  MATEO  COUNTY 


Examination  of  Accounts 
For  the  Year  Ended  June  30,  1948 

Dear  Sir: 

Under  your  direction  and  pursuant  to  the  provisions  of  Charter  Section  66, 
an  examination  has  been  made  of  the  accounts  of  the  San  Francisco  Airport, 
San  Mateo  County,  for  the  fiscal  year  ended  June  30,  1948.  Mr.  David  F. 
Supple,  Consultant  and  Statistician  to  the  Grand  Jury,  participated. 

Schedules  based  on  this  examination  are  submitted  herewith  as  follows: 
Exhibit  “A” — Balance  Sheet  June  30,  1948 
Exhibit  “B” — Surplus  Account  June  30,  1948 

Exhibit  “C” — Statement  of  Income,  Years  Ended  June  30,  1948,  and 
June  30,  1947 

The  examination  was  limited  to  the  verification  of  assets  and  liabilities  at 
June  30,  1948,  and  an  analytical  review  and  test  check  of  the  revenues  and 
expenses  of  the  fiscal  year  ended  as  of  that  date.  A general  review  of  the 
accounting  methods  was  made  and  the  accounting  records  and  the  evidence 
in  support  thereof  were  examined  or  tested  in  a manner  and  to  the  extent 
considered  appropriate  in  view  of  the  system  of  internal  accounting  control. 
Verification  of  the  property  accounts  was  limited  to  a review  of  the  recorded 
additions  and  retirements  during  the  year. 

Fixed  capital  is  recorded  in  the  accounts  at  appraised  values  established 
by  the  Bureau  of  Engineering  of  the  Public  Utilities  Commission  under  the 
provisions  of  Section  128  of  the  Charter,  plus  subsequent  additions  at  cost, 
or  appraised  values,  less  retirements  at  appraised  values  or  at  recorded  or 
estimated  cost  in  the  case  of  unappraised  items  of  property.  It  is  our  under- 
standing that  the  general  basis  for  all  appraisals  herein  referenced,  is  the 
cost  of  the  property  at  the  time  it  was  first  placed  in  service.  In  connection 
with  the  appraisals  of  and  additions  to  property,  the  engineers  have  estimated 
the  depreciable  value  and  useful  life  thereof;  provisions  for  depreciation  based 
thereon  are  charged  to  income. 

The  table  here  presented  is  a condensed  summary  of  the  changes  during 
the  year  in  the  accounts  for  fixed  capital  in  service  and  for  accrued  depre- 
ciation applicable  thereto.  Except  as  stated  hereinafter,  the  changes  were 
found  to  be  in  order. 

Accrued  Net 

In  Service  Depreciation  Book  Value 


June  30,  1947,  Balance $14,884,805.70  $2,089,645.65  $12,795,160.05 

Additions  and  Betterments 13,577,581.65  679,968.85  12,897,612.80 

$28,462,387.35  $2,769,614.50  $25,692,772.85 

Retirements  2,258.36  1,776.74  481.62 

June  30,  1948,  Balance $28,460,128.99  $2,767,837.76  $25,692,291.23 
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Additions  and  betterments  and  the  financing  thereof  in  the  total  sum  of 


$13,577,581.65  are: 

1945  Bond  Fund: 

Land  Reclamation  and  Improvement $ 8,366,806.21 

Runways,  Field  Drainage,  Drainage  Control,  Landing  Field, 

Lighting  and  Marking 1,196,470.02 

Roads,  Walks,  Parking  Areas,  Bridges  and  Culverts 1,443,121.07 

Water,  Power,  Street  Lighting,  Gas  and  Sewage  Systems....  47,807.42 

Land 105,156.76 

Buildings 19,829.01 

Equipment 460.52 

Airport  Operating  Fund: 

Equipment 2,165.74 

Airport  Reconstruction  and  Replacement  Fund : 

Reconstruction  of  Taxi  and  Ramp  Area 8,676.22 

Equipment 5,542.97 

United  Air  Lines,  Inc.: 

Buildings  it...../... 1,618,487.40 

Runways,  Taxiways,  Aprons 196,492.05 

Roads,  Walks,  Parking  Areas 82,473.53 

Land  Reclamation  and  Improvement 38,754.39 

Field  Drainage,  Water  Supply  System,  Sewage  System, 

Power  Supply  and  Street  Lighting,  Gasoline  and  Storage  35,249.53 
United  States  Government,  through  War  Assets  Administra- 
tion (Belle  Air  Island) : 

Dry  Docks : 163,771.00 

Land 120,000.00 

Piers 61,183.00 

Roads,  Walks,  Parking  Areas,  Water  Supply  System, 

Power  and  Street  Lighting  System,  Small  Buildings  and 

Miscellaneous  23,634.81 

R.  D.  Rasmussen : 

Skyway  Cafe — Estimated  Cost  of  Dining  and  Beverage 
Rooms  41,500.00 


Total  Additions $13,577,581.65 


Appraisal  had  not  been  made  of  certain  improvements  constructed  on 
Airport  land  by  United  Air  Lines,,  Inc.  and  Civil  Aeronautics  Administration 
during  the  fiscal  years  1946-1947  and  1947-1948,  all  of  which  improvements 
became  the  property  of  the  City.  On  the  basis  of  a statement  of  expenditures 
submitted  to  the  Airport  by  the  United  Air  Lines,  Inc.  in  relation  thereto,  the 
stated  value  of  the  improvements  made  by  said  corporation  in  1946-1947 
were  recorded  by  the  Airport  in  1947-1948;  none  of  the  other  improvements 
aforesaid  are  reflected  in  the  balance  sheet  herewith.  Until  the  required  ap- 
praisals are  made  and  the  values  recorded  in  the  Airport  books,  the  Public 
Utilities  Commission,  to  that  extent,  will  be  precluded  from  properly  redeter- 
mining property  values  and  depreciation  thereon  in  accordance  with  Charter 
Section  128. 

During  the  fiscal  year  under  review,  the  Public  Utilities  Commissions’ 
Bureau  of  Engineering  appraised  the  buildings,  structures,  and  improvements 
comprising  the  Belle  Air  Island  property  acquired  from  the  United  States 
Government  through  the  War  Assets  Administration.  The  result  of  the 
appraisal  was  duly  recorded. 

The  sum  of  $41,500.00  which  appears  in  the  table  above  represents  the 
estimated  cost  of  a new  dining  room  and  beverage  room  constructed  by 
R.  D.  Rasmussen  within  the  City  owned  and  operated  administration  building 
under  permission  granted  by  the  Public  Utilities  Commission.  The  terms  of 
the  memorandum  of  understanding  under  which  this  licensee  is  operating 
are,  in  our  opinion,  violative  of  the  provisions  of  Charter  Sections  72  74  86 
95  and  127. 
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The  retirements  in  the  sum  of  $2,258.36  consist  of  several  items  of  equip- 


ment which  are  accounted  through  the  Reserve  for  Accrued  Depreciation,  a 
summary  of  which  account  is  here  shown: 

Balance  July  1,  1947 $2,089,645.65 

Add:  Provision,  charged  expense  1947-1948 435,084.07 

Accrued  to  date  of  acquisition,  Belle  Air  Island 244,884.78 


$2,769,614.50 

Deduct:  Value  in  service,  fixed  capital  retired $2,258.36 

Salvage  recovered -481.62  1,776.74 


Balance  June  30,  1948 $2,767,837.76 


The  transactions  classified  under  Fixed  Capital  Under  Construction  are 
summarized  as  follows: 

Balance  July  1, 1947 $ 6,851,805.46 

Expenditures  1947-1948 4,951,181.05 


$11,802,986.51 

Transferred  to  Fixed  Capital  in  Service 11,179,651.01 


Balance  June  30,  1948 $ 623,335.50 


Verification  against  the  records  of  the  Controller  has  been  made  with 
respect  to  all  other  items  of  assets  and  liabilities  except  for  the  deferred  credit 
representing  unearned  rentals  for  space  occupied  by  Transcontinental  and 
Western  Air,  Inc.  and  by  United  Air  Lines,  Inc.  discussed  in  our  reports  for 
the  years  ended  June  30,  1945,  1946  and  1947,  relative  to  facilities  constructed 
by  them  in  the  administration  building.  In  the  account  for  such  unearned 
rentals  there  remains  a balance  of  $46.00  after  writing  off  amounts  which 
purportedly  cover  rentals  earned  to  June  30,  1948  and  a transfer  to  surplus 
in  the  amount  of  $6,519.00,  representing  United  Air  Lines,  Inc.  unamortized 
balance  waived  in  accordance  with  a new  lease  agreement  dated  December  1, 
1947.  The  unearned  rental  in  the  amount  of  $46.00  to  the  credit  of  Transcon- 
tinental and  Western  Air,  Inc.  will  be  cleared  during  the  1948-1949  fiscal  year. 

Because  of  the  establishment  of  rates  and  charges,  effective  September  1, 
1946,  for  the  use  of  all  Airport  facilities  and  increased  revenue  producing 
aviation  activity  at  the  Airport,  the  operating  revenues  increased.  Operating 
expenses,  maintenance  costs  and  fixed  charges  were  in  excess  of  the  preced- 
ing year  due  principally  to  the  increases  in  personnel,  salaries  and  wages  and 
pension  and  retirement  allowances. 

Detailed  findings  and  comments  resulting  from  this  examination  are  sub- 
mitted separately. 

It  is  our  opinion,  subject  to  the  exceptions  set  forth  herein,  that  the  accom- 
panying balance  sheet  and  statements  of  surplus  and  income  fairly  present 
the  financial  condition  of  the  San  Francisco  Airport,  San  Mateo  County,  as 
at  June  30,  1948,  and  the  results  of  its  operation  for  the  fiscal  year  ended 
that  date. 


Respectfully  submitted, 


WILLIS  O’BRIEN 
Supervisor,  Utility  Audits 


EXHIBIT  “A” 

AIRPORT  DEPARTMENT 

SAN  FRANCISCO  AIRPORT,  SAN  MATEO  COUNTY 
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BALANCE  SHEET  AS  AT  JUNE  30,  1948 
ASSETS 


Fixed  Capital: 

In  service $28,460,128.99 

Less  reserve  for  depreciation 2,767,837.76 


Net  book  value $25,692,291.23 

Under  construction 623,335.50 


Cash: 

On  deposit  with  City  and  County  Treasurer___.$  6,245,520.74 

In  transit  to  City  and  County  Treasurer 1,811.98 

Revolving  fund 2,500.00 


Accounts  Receivable : 

Revenues  accrued  and  other  receivables $ 81,043.52 

Less  reserve  for  uncollectible  accounts 5,814.40 


Interfund  Accounts: 

Due  from  general  city  and  county 

Deferred  Charges : 

Materials  and  supplies $ 5,100.16 

Contracts,  purchase  orders,  interfund  com- 
mitments, etc.  (contra) 584,383.55 

Other  deferred  items 10,766.29 

Total  Assets 


$26,315,626.73 

6,249,832.72 

75,229.12 

3,563.53 

600,250.00 

$33,244,502.10 
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EXHIBIT  “A” 

AIRPORT  DEPARTMENT 

SAN  FRANCISCO  AIRPORT,  SAN  MATEO  COUNTY 
BALANCE  SHEET  AS  AT  JUNE  30,  1948  (Continued) 

LIABILITIES  AND  SURPLUS 


Bonded  Debt: 

Maturing  within  year  ending  June  30,  1949....$  2,435,000.00 

Maturing  Dec.  15,  1949  through  Dec.  15, 1956  13,850,000.00  $16,285,000.00 


Bond  Interest  Accrued: 

Due  July  1,  1948 $ 

Matured  coupons  not  presented  for  payment.. 
Accrued,  not  due..... 

2,427.50 

2,675.00 

19,843.75 

24,946.25 

Accounts  Payable : 

Outstanding  warrants $ 

25,951.98 

253,514.36 

552,725.04 

31,658.51 

General  creditors 

Contracts,  purchase  orders,  etc.  (contra) 

Interfund  Commitments  (contra) 

863,849.89 

Interfund  Accounts: 

Due  to  general  city  and  county $ 

Due  to  other  public  service  enterprises 

68,606.76 

127,341.49 

195,948.25 

Deferred  Credits ;...... 70,661.61 


Total  Liabilities $17,440,406.00 

Surplus — Exhibit  “B” 15,804,096.10 

Total  Liabilities  and  Surplus $33,244,502.10 


Note:  The  above  statement  should  be  considered  in  the  light  of  the  accom- 
panying comments. 


EXHIBIT  “B” 

AIRPORT  DEPARTMENT 

SAN  FRANCISCO  AIRPORT,  SAN  MATEO  COUNTY 
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SURPLUS 

Year  Ended  June  30, 1948 

Surplus,  June  30,  1947,  annual  report  of  Controller 

Add: 

Contributions: 

Taxes  for  operating  and  bond  service $ 390,486.56 

Purchase  and  Use  Tax  for  1945  Bond  In- 
terest and  Redemption 1,113,750.00 

U.  S.  Government  through 
War  Assets  Administration 

(Belle  Air  Island).. $368,588.81 

Less  Accrued  Depreciation 244,884.78  123,704.03 


United  Air  Lines,  Inc 1,977,975.90 

Miscellaneous — net ■. 326.36 


Deduct: 

Net  loss — fiscal  year  1947-1948. 
Surplus — June  30,  1948 


$12,662,213.92 


3,606,242.85 

$16,268,456.77 

464,360.67 

$15,804,096.10 


Note:  The  above  statement  should  be  considered  in  the  light  of  the  accom- 
panying comments. 
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EXHIBIT  “C” 

AIRPORT  DEPARTMENT 

SAN  FRANCISCO  AIRPORT,  SAN  MATEO  COUNTY 

STATEMENT  OF  INCOIME 
Years  Ended  June  30,  1948  and  June  30,  1947 


OPERATING  REVENUES: 

Air  Carrier  Flight  Operations 

Rentals: 

Public  Address  System 

Aircraft  outdoor  storage 

Airport  property, 

Unimproved 

Paved  

Expansion  area •. 

Hangars, 

Entire  hangars 

Partial  hangars 

Passenger  terminal  building, 

Office  space 

Other  than  office  space 

Other  buildings  and  structures 

Tank-farm  area 

Wharf  (bulk  petroleum  deliveries) 

Wharf  pipe  line — ..... 

Total  Rentals 

Taxicab  and  limousine  permits 

Commissions  and  sales: 

Telephone 

Telegraph 

Locker 

Petroleum  products  (sales) 

Total  Commissions  and  Sales 

TOTAL  OPERATING  REVENUES. 


June  30,  1948  June  30.  1947 


..$118,658.26 

5 

90,375:37 

..$  8,211.23 

$ 

20.00 

..  11,643.09 

9,295.26 

..  14,914.78 

7,096.79 

..  17,113.11 

15,893.09 

2,397.20 

2,789.76 

..  17,901.41 

11,818.98 

1,509.17 

530.29 

..  11,063.52 

9,488.33 

..  36,112.50 

27,986.83 

..  11,497.99 

8,167.68 

7,250.24 

2,944.48 

..  3,127.69 

1,938.15 

300.00 

250.00 

..$143,041.93 

$ 

98,219.64 

..$  30,864.22 

$ 

28,575.36 

..$  4,520.33 

$ 

4,097.12 

..  16,703.68 

18,122.43 

872.19 

787.46 

..  48,167.16 

47,848.36 

..$  70,263.36 

$ 

70,855.37 

..$362,827.77 

$288,025.74 

EXHIBIT  “C”  (Continued) 

AIRPORT  DEPARTMENT 

SAN  FRANCISCO  AIRPORT,  SAN  MATEO  COUNTY 
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STATEMENT  OF  INCOME  (Continued) 
Years  Ended  June  30,  1948  and  June  30,  1947 


June  30,  1948  June  30,  1947 


OPERATING  EXPENSES: 

Salaries  and  Wages: 

Administrative  

Maintenance  

Operative  

Total  Salaries  and  Wages 

Other  Costs  of  Operation: 

Travel  expenses  and  local  fares 

Freight,  express  and  drayage 

Use  of  employees’  cars — mileage  only 

Storage  and  care  of  vehicles 

Maintenance  and  care  of  office  equipment.... 
Maintenance  and  care  of  other  equipment.... 

Gas  and  electricity 

Telephone  and  telegraph .•. 

Postage 

Printing,  advertising,  etc 

Newspapers  and  periodicals 

Janitorial  and  window  washing  services: 

Contractual  

Refuse  disposal 

Professional  and  special  services 

Miscellaneous  and  contractual  services 

Operating  material  and  supplies 

Unallocated  charges  for  use  of  automotive 
equipment 

Total  Other  Costs  of  Operation 

Other  Costs  of  Maintenance  and  Repair: 

Landing  area 

Runways 

Field  lighting  equipment 

Radio  equipment 

Hangars  

Administration  building 

Other  buildings 

Automotive  equipment 

Other  equipment  facilities,  furniture  and  fixt 

Parking  areas,  roads,  walks,  fences,  etc 

Power  distribution  system .SB 


..$  10,000.08 
..  5,256.00 

..  216,210.37 

$ 10,000.08 
4,968.00 
139,851.83 

..$231,466.45 

$154,819.91 

..$  12,007.69 

$ 8,071.56 

222.82 

87.88 

1,557.57 

1,015.00 

..$  77.35 

$ 13.60 

1,392.07 

87.90 

109.33 

. 9,280.64 

6,255.25 

..  5,199.75 

3,938.75 

168.95 

478.47 

991.49 

976.97 

533.45 

430.48 

981.00 

780.00 

201.60 

241.21 

. 9,064.43 

2,520.74 

. 2,150.93 

633.64 

. 8,307.73 

6,269.20 

. 3,288.39 

1,144.44 

.$  55,513.76 

$ 32,966.52 

.$  4,091.26 

$ 5,683.58 

. 2,578.34 

5,168.35 

. 3,427.08 

1,531.83 

720.46 

308.00 

743.78 

1,448.87 

. 2,875.48 

1,568.01 

. 10,856.96 

628.39 

1,118.49 

2,516.01 

3 4,016.77 

419.46 

. 4,787.37 

3,596.02 

. 4,580.06 

5,037.86 

.$  39,796.05 

$ 27,906.38 
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EXHIBIT  “C”  (Continued) 

AIRPORT  DEPARTMENT 

SAN  FRANCISCO  AIRPORT,  SAN  MATEO  COUNTY 

STATEMENT  OF  INCOME  (Continued) 

Years  Ended  June  30,  1948  and  June  30,  1947 

June  30,  1948  June  30,  1947 

Fixed  Charges : 

Accident  compensation — employees $ 262.81  $ 41.76 

Automobile  insurance  809.75  550,00 

Other  insurance 5,929.35  4,597.03 

Pension  and  retirement  allowance 20,301.56  5,157.25 

Taxes ....„ 29,953.96  27,832.64 

Depreciation  $435,084.07 

Less : Adjustments,  net,  affecting 

charge  for  prior  years 125.25  434,958.82  434,979.48 

Uncollectible  accounts 4,800.00  1,050.00 

Total  Fixed  Charges $497,016.25  $474,208.16 

TOTAL  OPERATING  EXPENSES $823,792.51  $689,900.97 

OPERATING  LOSS $460,964.74  $401,875.23 

OTHER  INCOME: 

Resale  of  electric  energy $100,919.53  $ 74,607.84 

Less  cost  thereof 76,577.81  55,884.19 

Remainder  t $ 24,341.72  $ 18,723.65 

Miscellaneous  II. 1,566.03  210.23 

Total  Other  Income $ 25,907.75  $ 18,933.88 

Net  Loss:  Before  Bond  Interest $435,056.99  $382,941.35 

1945  and  1938  Airport  Bond  Interest  Expense 29,303.68  13,188.56 

NET  LOSS $464,360.67  $396,129.91 


Note:  The  above  statement  should  be  considered  in  the  light  of  the  accom- 
panying comments. 


School  Department 

(A  Unified  School  District) 


Report  on  Examination  of  Accounts 
For  the  Fiscal  Year  Ended  June  30,  1948 
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Lybrand,  Ross  Bros.  & Montgomery 

CERTIFIED  PUBLIC  ACCOUNTANTS 
2 Pine  Street 
San  Francisco  11 


October  13, 1948. 


Honorable  Harry  D.  Ross,  Controller, 

City  and  County  of  San  Francisco, 

San  Francisco,  California. 

Dear  Sir: 

In  accordance  with  your  instructions  and  under  the  terms  of  an  agreement 
with  you  dated  July  10,  1948,  we  have  examined  the  balance  sheet  of  the 
School  Department  of  the  City  and  County  of  San  Francisco  (such  Depart- 
ment constituting  the  San  Francisco  Unified  School  District)  as  of  June  30, 
1948,  and  the  statement  of  revenue  and  expenditures  for  the  year  then  ended, 
have  reviewed  the  system  of  internal  control  and  the  accounting  procedures 
of  the  Department  and,  without  making  a detailed  audit  of  the  transactions, 
have  examined  or  tested  accounting  records  and  other  supporting  evidence 
by  methods  and  to  the  extent  we  deemed  appropriate.  Our  examination  was 
made  in  accordance  with  generally  accepted  auditing  standards  and  included 
all  procedures  which  we  considered  necessary  in  the  circumstances. 

The  fixed  capital  properties,  and  the  liabilities  for  bonded  debt  and  bond 
interest  included  in  the  accompanying  statements,  are  not  carried  in  the 
accounts  of  the  School  Department.  The  amounts  therefor  in  this  report 
are  based  upon  the  accounts  of  the  Controller’s  office,  which  accounts  have 
been  examined  by  other  independent  accountants. 

In  addition  to  the  cash  balances  reflected  in  the  general  accounts  of  the 
School  Department  certain  employees  handle  receipts  and  disbursements 
for  school  cafeterias,  milk  funds,  and  student  body  organizations.  As  to 
these  funds  we  reviewed  the  internal  accounting  controls  and  made  tests  of 
the  transactions. 


STATEMENT  OF  REVENUE  AND  EXPENDITURES 


In  the  following  summary  the  revenues  and  expenditures  during  the  two 
years  ended  June  30,  1948  and  1947,  are  compared  (cents  omitted) : 


Year  Ended  June  30 

Increase 

1948 

1947 

Decrease* 

Revenue : 

Property  taxes  and  penalties 

Received  through  the  State  of 

$12,356,392 

$10,527,399 

$1,828,993 

California  

7,005,456 

4,793,880 

1,145,823 

2,211,576 

519,431 

Other  sources  

1,665,254 

Total  revenue,  current 

purposes 

$21,027,102 

$16,467,102 

$4,560,000 

Expenditures,  except  for  capital 

outlay  

20,171,794 

16,096,416 

4,075,378 

Ralanee  of  revenue 

S 855.308 

$ 370,686 

$ 484,622 

Expenditures  for  capital  outlay,  net  of 

revenue  from  sales  of  land,  etc 

747,721 

90,603 

657,118 

Revenue  in  excess  of 

expenditures  $ 107,587  $ 280,083  $ 172,496* 
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The  revenues  of  the  School  Department  are  represented  by  cash  received 
except  in  the  case  of  secured  property  taxes  which  are  reflected  in  surplus 
on  the  accrual  basis.  The  accrued  but  uncollected  secured  property  taxes 
included  in  surplus  were  $109,068.19  at  June  30,  1948,  and  $115,054.93  at 
June  30,  1947.  Expenditures  are  recorded  on  the  accrual  basis. 

Revenue  from  property  taxes  and  penalties  was  verified  by  examinations 
of  cash  transfer  vouchers  from  the  Controller’s  office  during  the  year  under 
review.  Revenue  received  in  that  period  through  the  State  of  California  for 
elementary  and  high  schools  represents  apportionments  of  state  funds  and 
was  verified  by  reference  to  the  publication  by  the  California  Department  of 
Education  on  the  apportionment  of  state  school  funds.  We  also  reviewed  the 
accounting  procedures  by  which  these  apportionments  were  made  sufficiently 
to  satisfy  ourselves  as  to  their  general  reasonableness. 

Following  is  a comparison  of  the  revenue  from  other  sources  during  the 
past  two  years: 


Year  Ended  June  30  Increase 

1948  1947  Decrease* 


Reimbursements  for  vocational 
training: 

Under  Veterans’  Program $ 934,246.50 

Maritime  Commission 

Federal  and  state 

apportionments 66,607.51 


$ 340,213.04 
15,148.53 


80,076.83 


$594,033.46 

15,148.53* 

13,469.32* 


Totals  $1,000,854.01 

San  Francisco  Housing  Authority 

in  lieu  of  taxes 99,033.61 

Rents  received 418,537.71 

Tuitions  from  other  counties 134,750.17 

Other  receipts 12,078.79 


$ 435,438.40 

183,073.42 

412,146.69 

106,740.47 

8,423.54 


$565,415.61 


84,039.81* 

6,391.02 

28,009.70 

3,655.25 


..$1,665,254.29  $1,145,822.52  $519,431.77 


The  expenditures  of  the  School  Department  have  been  subjected  to  com- 
prehensive audit  by  the  Controller  with  respect  to  legality,  authorization, 
and  existence  of  the  liability.  We  reviewed  the  methods  and  procedures  em- 
ployed by  the  School  Department  in  authorizing  and  recording  expenditures 
and  made  tests  to  satisfy  ourselves  that  they  were  supported  by  approved 
warrants,  invoices,  purchase  orders,  pay  rolls,  and  other  documents.  Our 
examination  of  the  distribution  of  expenditures  to  the  departmental  and 
objective  classifications  was  limited  to  the  procedures  necessary  for  the 
preparation  of  the  statements  included  in  this  report. 
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PROPRIETARY  BALANCE  SHEET 

Fixed  Capital  Properties:  The  properties  are  shown  in  the  accompanying 
balance  sheet  at  the  amounts  representing  the  net  investment  in  School  De- 
partment properties,  as  stated  in  the  accounts  of  the  Controller. 

In  accordance  with  the  established  policy  of  the  City  and  County  of  San 
Francisco  no  provision  has  been  made  for  depreciation  of  the  properties  of 
the  School  Department. 

Although  the  general  accounts  of  the  School  Department  do  not  reflect 
the  accumulated  cost  or  other  values  of  these  properties,  a memorandum 
property  record  is  maintained  of  the  costs  of  the  individual  properties.  This 
record  is  not  in  agreement  with  the  accounts  of  the  Controller,  principally 
because  the  latter  include  the  appraised  values  previously  mentioned,  and 
the  School  Department’s  classification  of  expenditures  for  capital  outlay  is 
based  on  the  accounting  manual  relating  thereto,  issued  by  the  California 
State  Department  of  Education,  which  is  not  always  in  accord  with  the 
classification  used  by  the  Controller. 

We  reviewed  the  property  records  of  the  School  Department  sufficiently  to 
satisfy  ourselves  that  the  additions  of  $802,362.49  to  these  accounts,  during 
the  year  ended  June  30,  1948,  were  properly  chargeable  thereto.  The  changes 
in  property  accounts  are  reconciled  with  the  net  capital  outlay  of  $732,983.02 
shown  by  the  records  of  the  Controller,  as  follows: 

Per  School  Department  records: 

Capital  outlay $802,362.49 

Less: 

Revenue  from  retirements $10,330.00 

Equipment  discarded,  destroyed,  etc 50,561.41 

Excess  of  equipment  and  other  expenditures,  net, 
on  School  Department  books  over  those  on  Con- 
troller’s records 8,488.06 


69,379.47 


Net  capital  outlay,  per  Controller’s  records  $732,983.02 


Cash:  The  cash  in  transit  and  on  deposit  with  the  Treasurer  of  the  City 
and  County  of  San  Francisco,  as  shown  by  the  records  of  the  School  Depart- 
ment, was  reconciled  with  the  amounts  shown  by  the  records  of  the  Controller, 
which  records  were  examined  by  other  accountants.  Following  is  a summary 
of  the  balances  of  cash,  by  funds,  as  shown  by  the  records  of  the  School  De- 
partment and  by  the  records  of  the  Controller: 
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Fund 

Current  funds : 

San  Francisco  Unified 

School  District  account 

Bond  interest  funds : 

5 per  cent  bonds  of  1908 

4%  per  cent  bonds  of  1918.. 

5 per  cent  bonds  of  1923 

Bond  redemption  fund: 

5 per  cent  bonds  of  1923 

Total  current  funds 

Special  and  trust  funds : 
Accumulative  Building  Fund 

Child  Care  Center  Funds 

School  Teachers’  Sabbatical 

Leave  

School  Teachers’  Permanent 

(Retirement)  

School  Teachers’  Annuity 

U.S.  Tax  withheld  from 

employees  

County  Service  Fund 

Sales  tax 

Total  special  and 
trust  funds 

Total — all  funds 


School 

Department’s 

Balances 

Warrants 

Outstanding, 

Etc. 

Controller’s 

Balances 

$3,662,736.83 

$1,597,827.73 

$5,260,564.56 

100.00 

112.50 

8,325.00 

100.00 

112.50 

8,325.00 

7,000.00 

7,000.00 

$3,662,736.83 

$1,613,365.23 

$5,276,102.06 

$ 466,977.21 

52,468.39 

$ 87,466.34 

$ 466,977.21 
139,934.73 

17,443.65 

3,529.14 

20,972.79 

197,598.00 

18,636.88 

1,298.90 

11.71 

198,896.90 

18,648.59 

7,241.58 

2,000.00 

6.78 

170,370.64 

6.78* 

177,612.22 

2,000.00 

$ 762,372.49 

$ 262,669.95 

$1,025,042.44 

$4,425,109.32 

$1,876,035.18 

$6,301,144.50 

♦Denotes  deduction. 


The  warrants  outstanding,  etc.,  shown  in  the  foregoing  summary  as  con- 
stituting the  differences  between  the  balances  shown  in  the  records  of  the 
School  Department  and  in  the  records  of  the  Controller,  are  summarized 


as  follows: 

Warrants  outstanding: 

Current  funds  $1,589,026.84 

Special  and  trust  funds 84,027.90 


$1,673,054.74 


Matured  bonds  not  paid  by  Treasurer 7,000.00 

Matured  coupons  not  paid  by  Treasurer 8,537.50 

Expenditures  recorded  by  School  Department  but  not  by 
Controller  at  June  30,  1948: 

Payment  of  tax  withheld  from  employees 170,307.60 

Pay  rolls  and  pay  roll  deductions 3,319.39 

Miscellaneous .........ii. 269.56 

Transfer  of  funds  to  and  from  School  Department  recorded  by 

Controller  but  not  by  School  Department  at  June  30,  1948 13,504.17 

Other  items,  net 1. 42.22 


Total 


.$1,876,035.18 


The  revolving  funds  of  $1,500.00  were  verified  by  counts  of  cash  on  hand 
and  confirmations  of  balances  on  deposit  with  banks.  We  made  a test  exam- 
ination of  vouchers  in  support  of  disbursements  from  these  funds  and  found 
them  in  order. 


Accounts  Receivable:  Following  is  a summary  of  the  accounts  receivable 


as  of  June  30,  1948: 

Uncollected  taxes,  penalties  and  costs: 

Secured: 

Taxes,  year  ended  June  30,  1948 $ 67,762.95 

Taxes,  prior  years 37,671.58 

Penalties  and  costs 3,633.66 

$109,068.19 

Unsecured: 

Taxes,  year  ended  June  30,  1948.... $ 71,792.63 

Taxes,  prior  years 202,422.01 


$274,214.64 

Less,  reserve  for  unsecured  taxes 274,214.64 


Secured  taxes  and  penalties....... $109,068.19 

Other  accounts  receivable: 

Subventions  for  Child  Care  Centers $ 6,000.00 

Subventions  for  vocational  training  under 

U.  S.  Veterans’  Program 317,486.49 

Tuitions  due  from  other  California  counties 304,080.64 

Salary  repayments 17,821.79 

Rents  and  other  receivables 5,191.83 

650,580.75 


Total  $759,648.94 


The  uncollected  taxes  were  determined  to  be  in  agreement  with  the  records 
of  the  Controller.  Of  the  amount  shown  as  receivable  from  subventions  for 
vocational  training  under  the  U.  S.  Veterans’  Program,  $305,662.87  has  been 
collected  and  we  have  been  informed  by  the  Veterans  Administration  that 
the  remainder  is  in  process  of  settlement. 

The  School  Department  furnishes  instruction  to  students  from  other  coun- 
ties and  bills  the  counties  for  the  tuition.  Such  tuition  was  approximately 
$302,000  for  the  year  ended  June  30,  1948  and,  although  not  recorded  on  the 
books  of  the  School  Department  at  the  latter  date,  has  been  included  in  this 
report. 

The  School  Department  has  continued  the  policy  of  billing  teachers  for 
salary  overpayments  made  prior  to  June  30,  1931,  only  in  the  instances  when 
such  teachers  apply  for  leaves  of  absence,  retirement,  or  resign.  At  June  30, 
1948,  there  remained  uncollected  $1,163.18  from  billings  made  to  teachers 
prior  to  that  date  for  such  overpayments.  In  addition  approximately  $15,000 
will  become  collectible  in  future  years  from  such  overpayments  to  teachers 
who  are  now  employed  and  will  become  due  when  the  respective  teachers 
apply  for  leaves  of  absence,  resign,  or  retire. 

The  School  Department  has  followed  the  practice  of  not  taking  accounts 
receivable  into  revenue  until  the  collections  are  received,  except  in  the  case 
of  secured  property  taxes.  Therefore  when  the  accounts  receivable  are 
recorded  they  are  offset  by  reserves  of  an  equal  amount.  At  June  30,  1948 
such  accounts  receivable  totaled  $650,580.75,  and  the  anticipated  income 
therefrom  is  shown  in  the  annexed  balance  sheet  as  a deferred  credit  of  that 
amount. 

Inventories,  Deferred  Charges,  etc.:  Stores  inventory  represents  the  cost 
of  supplies  on  hand  in  general  stock  at  June  30,  1948,  as  shown  by  the  general 
ledger  of  the  School  Department.  It  does  not  include  supplies  distributed  to 
schools  prior  to  that  date  but  not  used.  Physical  inventories  of  the  general 
stock  were  taken,  priced,  and  extended  by  employees  of  the  School  De- 
partment in  part  as  of  April  30,  1948,  and  the  remainder  as  of  June  30,  1948. 
The  general  ledger  balance  of  the  inventory  account  was  reduced  by 
$13,040.05  to  correspond  with  these  physical  inventories.  We  made  sufficient 
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tests  of  the  pricing,  extensions,  and  footings  of  the  physical  inventories  to 
satisfy  ourselves  as  to  their  substantial  accuracy.  We  also  made  test  counts 
of  the  quantities  on  hand  during  the  course  of  our  examination  and  recon- 
ciled them  with  the  quantities  on  hand  at  that  time,  as  shown  by  the  per- 
petual inventory  records.  Further,  we  tested  the  transactions  recorded  in 
the  general  ledger  between  the  date  of  the  physical  inventories  and  June  30, 
1948,  sufficiently  to  satisfy  ourselves  as  to  the  substantial  accuracy  of  the 
June  30,  1948,  balance.  The  inventory  is  estimated  to  include  approximately 
$11,000  of  obsolete,  slow-moving,  damaged  or  unusable  stock. 

The  following  insurance  was  carried  at  June  30,  1948,  according  to  infor- 
mation furnished  us  by  insurance  brokers  and  by  examination  of  the  insur- 


ance policies: 

Coverage  Amount 

Fire  and  extended  coverage: 

School  Department  property $47,606,000 

Ridgepoint  and  Candlestick  Cove  Schools 209,200 

Federally-owned  Child  Care  Centers 115,800 

Automobiles : 

Bodily  injury  liability  (including  nonownership) 100/200,000 

Property  damage  (including  nonownership) 100,000 

Fire  and  theft (cash  value) 

Boiler  15,000 

Commercial  blanket  fidelity  bond,  including  Child  Care 

Center  and  cafeteria  employees,  coverage  on  each  loss 25,000 

Additional  fidelity  bond  coverage  on  the  chief  of  the  division 
of  budgets,  and  on  the  coordinator  of  home  economics  and 

cafeterias,  each 15,000 

Dishonesty,  disappearance,  and  destruction .:..J 5,000 

Child  Care  Centers: 

Bodily  injury 50,000/1,000,000 

Property  damage 1,000 


We  understand  the  School  Department  has  no  general  public  liability  in- 
surance coverage  and  that  it  is  presently  liable  as  a result  of  injury  claims, 
as  commented  upon  in  a later  paragraph  under  contingent  liabilities. 

Bonded  Debt:  Following  is  a summary  of  the  school  bonds  outstanding  at 
June  30,  1948,  as  shown  by  the  records  of  the  Controller: 


1923  5% 

1938  1%% 

1938  1%% 


Total 

$5,707,000.00 

65,000.00 

215,000.00 


Principal  Outstanding 
Due 
Within 

Matured  One  Year 

$7,000.00  $300,000.00 

65,000.00 
215,000.00 


Oi 


Due 
After 
ne  Year 


$5,400,000.00 


Totals $5,987,000.00 


$7,000.00 


$580,000.00  $5,400,000.00 


Bonds  in  the  principal  amount  of  $582,000.00  were  redeemed  during  the 
year  ended  June  30,  1948. 

Bond  Interest  Payable:  At  June  30, 1948,  interest  coupons  totaling  $8,537.50 
had  matured  but  had  not  been  presented  by  the  holders  for  payment,  and 
interest  of  $95,381.24  had  accrued  between  the  last  coupon  dates  and  June  30, 
1948,  on  outstanding  unmatured  bonds.  The  liabilities  for  these  amounts  of 
interest  are  not  reflected  on  the  books  of  the  School  Department  but  are 
included  in  the  accompanying  balance  sheet.  In  accordance  with  the  prac- 
tice established  in  prior  years  the  interest  accrued  between  the  last. coupon 
dates  and  the  end  of  the  fiscal  year  ($95,381.24)  has  been  treated  as  a 
deferred  charge. 
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Accounts  Payable:  Warrants  are  reflected  in  the  records  of  the  School 
Department  as  though  they  had  been  paid  by  the  Treasurer  immediately 
upon  issuance.  In  this  report  the  warrants  issued  but  not  paid  by  the  Treas- 
urer at  June  30,  1948,  as  evidenced  by  the  records  of  the  Controller,  have 
been  shown  as  warrants  outstanding. 

The  accounts  payable  to  trade  creditors  represent  materials  and  services, 
the  costs  of  which  are  applicable  to  the  period  prior  to  June  30,  1948,  but 
for  which  warrants  had  not  been  issued  at  that  date. 

Purchase  orders,  uncompleted  contracts,  and  other  commitments  and  en- 
cumbrances for  materials  and  services,  issued  prior  to  June  30,  1948,  but 
applicable  to  the  period  after  that  date,  have  been  included  in  the  accompany- 
ing balance  sheet  in  the  amount  of  $924,339.65.  This  entire  amount  has  been 
treated  as  a deferred  charge,  in  accordance  with  past  practice. 

Interfund  Accounts  Payable:  The  interfund  accounts  payable  were  recon- 
ciled with  the  corresponding  balances  shown  by  the  records  of  the  Con- 
troller’s office.  Included  in  this  liability  are  work  orders  issued  to  other  de- 
partments of  the  city  totaling  $254,099.38  for  work  performed  or  to  be  per- 
formed for  the  School  Department  by  the  other  departments.  We  were  unable 
to  obtain  an  independent  confirmation  of  the  liability  of  $1,532,195.49  to  the 
Employees’  Retirement  System  because  their  records  do  not  yet  contain  the 
June  30,  1948,  balances. 

We  were  informed  by  the  Employees’  Retirement  System  that  the  actual 
amount  due  from  the  School  Department  as  of  June  30,  1948,  will  not  be 
determined  for  several  months,  but  that,  in  their  opinion,  the  provisional 
rate  used  for  the  current  computations  was  adequate.  The  amount  owing  to 
the  Retirement  System,  based  upon  the  tentative  computations,  will  be  ad- 
justed when  the  actual  amount  of  the  liability  shall  have  been  determined. 

Special  and  Trust  Funds:  The  balances  of  these  funds,  as  shown  in  the 
accompanying  balance  sheet,  were  reconciled  with  the  amounts  thereof  in 
the  records  of  the  Controller. 

Contingent  Liabilities:  We  are  informed  by  the  legal  adviser  of  the  School 
Department  that  the  numerous  claims  and  lawsuits  filed  against  the  district 
for  personal  injuries  to  students,  amounting  in  the  aggregate  to  several 
hundred  thousand  dollars,  would  not,  in  his  opinion,  result  in  a liability  in 
excess  of  $50,000.00. 

The  School  Department  does  not  carry  insurance  covering  bodily  injuries 
of  students  except  at  Child  Care  Centers. 

Capital  Surplus:  This  is  represented  by  the  amount  of  fixed  capital  prop- 
erties less  bonded  debt  due  after  June  30,  1948,  as  follows: 


Fixed  capital  properties $53,971,146.61 

Less,  bonded  debt  due  after  June  30,  1948 5,980,000.00 

Capital  surplus,  June  30,  1948 $47,991,146.61 


In  our  opinion,  the  accompanying  balance  sheet  and  the  related  statements 
of  surplus  and  revenue  and  expenditures,  together  with  the  comments  in 
the  foregoing  report,  present  fairly  the  position  of  the  School  Department 
of  the  City  and  County  of  San  Francisco  (a  Unified  School  District)  as  of 
June  30,  1948,  and  the  results  of  its  operations  for  the  fiscal  year  then  ended, 
in  conformity  with  the  accounting  principles  regularly  employed  by  or  for 
the  School  Department,  applied  on  a basis  consistent  with  that  of  the  pre-  i 
ceding  year. 

Very  truly  yours, 

LYBRAND,  ROSS  BROS.  & MONTGOMERY. 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 
SCHOOL  DEPARTMENT 
(A  Unified  School  District) 
STATEMENTS  OF  SURPLUS 
For  the  year  ended  June  30,  1948 


CURRENT  SURPLUS 


Balance,  July  1,  1947jM£ $ 2,203,761.86 

Add: 

Excess  of  revenue  over  expenditures  during  the  fiscal  year 
ended  June  30,  1948,  details  annexed  (after  including  in  ex- 
penditures net  capital  outlay  of  $747,721.18) ._ 107,586.79 


Total $ 2,311,348.65 

Deduct: 

Decrease  in  secured  taxes  and  penalties: 


Balance,  June  30,  1947 $115,054.93 

Balance,  June  30, 1948 109,068.19 


$ 5,986.74 

Less,  decrease  in  reserve  for  prior  years’ 

salary  warrants 105.10 

5,881.64 


Balance,  June  30,  1948 $ 2,305,467.01 


CAPITAL  SURPLUS 

Balance,  July  1,  1947 $46,678,163.59 

Add: 

Bonded  debt  matured  during  the  fiscal  year  ended 

June  30,  1948 580,000.00 

Capital  outlay  from  current  revenue,  net,  per  annexed 

statement  of  revenue  and  expenditures 747,721.18 

Capital  outlay  from  special  accumulative  building  fund 2,311.31 


$48,008,196.08 

Less,  differences  between  additions  and  retirements  on 

Controller’s  records  and  those  of  School  Department 17,049.47 


Balance,  June  30,  1948 $47,991,146.61 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 
SCHOOL  DEPARTMENT 
(A  Unified  School  District) 

STATEMENT  OF  REVENUE  AND  EXPENDITURES 
For  the  years  ended  June  30,  1948  and  1947 


Fiscal  Year  Ei 

nded  June  30 

Revenue,  dctn'L a c c 

1948 

$21  027  102  16 

1947 

$16,467,101.60 

Expenditures,  details  annexed: 

Operating  expenditures : 

Administration  

$ 618,044.56 

$ 454,163.02 

11,562,110.08 
567,942.06 
1,373,828.58 
847,503.14 
198,597.93 
873,205.22 
217,044.17 

Instruction — salaries 

Instruction — supplies 

...  13,684,891.01 
629,709.24 

Operation 

1,593,664.47 

Maintenance  

...  1,039,125.16 

Auxiliary  services 

Fixed  charges 

222,296.79 

2,128,886.96 

Community  services  

252,880.67 

Transfers  to  other  districts 

2,295.33 

2,021.40 

Total  operating  expenditures 

...$20,171,794.19 

$16,096,415.60 

Balance — excess  of  revenue  over 
operating  expenditures 

...$  855,307.97 

$ 370,686.00 

Capital  outlay: 

Total  capital  expenditures 

Less,  expended  from  special  accumu- 
lative building  fund 

...$  802,362.49 

2,311.31 

$ 1,179,939.49 
530,711.48 

Capital  outlay  from  current  funds..$  800,051.18  $ 649,228.01 


Less: 

Sales  of  land  and  buildings $ 10,330.00  $ 558,175.00 

Recovery  from  wind  and  fire  damage 42,000.00  449.95 

Total  $ 52,330.00  $ 558,624.95 

Net  capital  outlay  from 

current  funds $ 747,721.18  $ 90,603.06 


Balance — net  excess  of  revenues $ 107,586.79  $ 280,082.94 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 
SCHOOL  DEPARTMENT 
(A  Unified  School  District) 
DETAILS  OF  REVENUE 
For  the  years  ended  June  30,  1948  and  1947 


Property  taxes  and  penalties. 


Fiscal  Yea t Ended  June  30 
1948  1947 

.$12,356,391.44  $10,527,398.79 


Received  through  State  of  California: 

Elementary  schools $ 4,276,490.00 

High  schools  2,662,390.00 

Apportionment  of  retirement  subventions 66,576.43 


Total  through  State  of  California... 


$ 7,005,456.43 


$ 2,698,169.60 
2,031,500.37 
64,210.32 


$ 4,793,880.29 


Other  sources: 

San  Francisco  Housing  Authority 

in  lieu  of  taxes $ 

Apportionment  of  federal  and  state 

vocational  education  funds 

Reimbursements  for: 

Maritime  vocational  training 

Vocational  training  under  Veterans’ 

Program 

Tuitions  from  other  counties 

Rents  received 

Other  receipts 


99,033.61  $ 183,073.42 

66,607.51  80,076.83 

15,148.53 

934,246.50  340,213.04 

134,750.17  106,740.47 

418,537.71  412,146.69 

12,078.79  8,423.54 


Total  from  other  sources $ 1,665,254.29  $ 1,145,822.52 


.$21,027,102.16  $16,467,101.60 


Total  revenue  available  for 
educational  purposes 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 

SCHOOL  DEPARTMENT 
(A  Unified  School  District) 
DETAILS  OF  EXPENDITURES 
For  the  years  ended  June  30,  1948  and  1947 


Administration : 

Salaries $ 

Supplies  : 

Traveling  expenses 

Other  objects 


Fiscal  Year  Ended  June  30 
1948  1947 


458,258.56  $ 370,979.17 

21,013.94  28,657.37 

8,960.00  4,885.49 

129,812.06  49,640.99 


$ 618,044.56  $ 454,163.02 


Instruction — salaries : 

Supervision  $ 232,333.65 

Kindergarten 394,323.65 

Elementary — day  , 5,194,006.22 

Special  schools  298,531.62 

Junior  high  2,244,878.03 

Senior  high  3,120,591.06 

Adult  schools 431,457.29 

Trade  and  industrial  schools 326,154.81 

Continuation  school 221,301.26 

Junior  college 1,221,313.42 


$ 209,321.00 

352,594.79 
4,251,811.78 
237,518.86 
1,944,881.99 
2,793,216.12 
294,902.48 
289,648.88 
195,292.15 
992,922.03 


$13,684,891.01  $11,562,110.08 


Instruction — supplies,  etc.: 

Kindergarten  supplies $ 11,286.23  $ 

Educational  supplies 398,684.68 

Books  139,184.81 

Traveling  expenses 13,953.05 

Other  expenses  of  instruction 66,600.47 


16,993.87 

356,767.89 

125,552.18 

15,140.33 

53,487.79 


$ 629,709.24  $ 567,942.06 

Operation : 

Janitors’,  engineers’,  and  gardeners’  salaries..$  1,076,033.06  $ 925,984.30 


Janitors’,  engineers’,  and  gardeners’  supplies  68,646.31  67,113.58 

Gas  and  electricity 131,535.45  117,635.98 

Fuel 134,134.54  92,585.88 

Water  51,953.80  51,145.18 

Other  expenses  of  operation 131,361.31  119,363.66 


$ 1,593,664.47  $ 1,373,828.58 


Maintenance: 

Repairs  to  buildings  and  grounds $ 889,839.59  $ 

Repairs  to  janitors’  equipment 2,472.66 

Repairs  to  educational  equipment 114,864.42 

Fire  damage  30,648.18 

Other  expenses  of  maintenance 1,300.31 


742,640.02 

1,861.75 

102,838.31 

163.06 


$ 1,039.125.16  $ 847,503.14 
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Continued 

CITY  AND  COUNTY  OF  SAN  FRANCISCO 
SCHOOL  DEPARTMENT 
(A  Unified  School  District) 
DETAILS  OF  EXPENDITURES  (Continued) 
For  the  years  ended  June  30,  1948  and  1947 


Fiscal  Year  Ended  June  30 


Auxiliary  services: 

Compulsory  education 

Student  placement  services... 
Transportation  of  children... 

Cafeteria  supervision - 

Other  auxiliary  services 


Fixed  charges: 

Rents 

Insurance  . 


Workmen’s  compensation  and  accident 

claims  

Teachers’  back  salary  adjustments..... 


Other  expenses  of  fixed  charges.... 


Community  services: 

Elementary  and  junior  high 

vacation  schools 

Veterans’  counseling 

Civic  center  activities 

Junior  college  dormitories 


Transfer  to  other  districts — tuition  paid  to 


Capital  outlay  expenditures: 


Total  

Less,  expenditures  from  special  accumu- 


Capital  outlay  expenditures  from 


f : 1948 

1947 

99,167.85 

? 

98,507.74 

20,966.24 

17,652.49 

65,127.08 

53,483.80 

15,126.50 

10,646.70 

21,909.12 

18,307.20 

$ 

222,296.79 

$ 

198,597.93 

6,035.67 

$ 

7,803.31 

37,319.95 

29,641.61 

54,828.36 

16,431.05 

516.73 

1,974,737.04 

784,890.92 

37,302.00 

37,740.00 

18,663.94 

3,818.40s1 

$ 2,128,886.96 

$ 

873,205.22 

88,059.60 

$ 

71,936.35 

113,206.50 

114,055.91 

28,046.40 

14,133.55 

23,568.17 

16,918.36 

$ 

252,880.67 

$ 

217,044.17 

..$ 

2,295.33 

$ 

2,021.40 

..$20,171,794.19 

$16,096,415.60 

..$ 

156,611.73 

$ 

294,009.01 

307,247.43 

659,655.76 

338,503.33 

226,274.72 

...$ 

802,362.49 

$ 1,179,939.49 

-? 

2,311.31 

$ 

530,711.48 

..$ 

800,051.18 

$ 

649,228.01 

..$20,971,845.37 

$16,745,643.61 

"Denotes  deduction. 


V 


Employees’  Retirement  System 


Report  on  Examination  of  Accounts 


For  the  Fiscal  Year  Ended  June  30,  1947 


184 


JOSEPH  FROGGATT  & CO.,  INC. 
Specialists  in  All  Branches  of  Insurance  Accounting 
Consulting  Actuaries  & Auditors 

74  Trinity  Place 
New  York 


December  13,  1948 


The  Honorable  Harry  D.  Ross,  Controller, 

City  and  County  of  San  Francisco,  San  Francisco,  California. 

Dear  Sir: 

In  accordance  with  your  instructions,  we  have  made  an  examination  of 
the  balance  sheet  of  the  City  and  County  of  San  Francisco  Employees’  Retire- 
ment System  as  of  June  30,  1947,  and  the  related  statement  of  income  and 
disbursements  for  the  fiscal  year  ended  on  that  date.  We  present  herewith 
the  following  statements,  together  with  our  comments  thereon: 

EXHIBIT  “A” — BALANCE  SHEET — At  June  30,  1947. 

Schedule  No.  1— INVESTMENT  BONDS— At  June  30,  1947. 

Exhibit  “B”— STATEMENT  OF  INCOME  AND  DISBURSEMENTS— 
For  the  Fiscal  Year  Ended  June  30, 1947. 

SCOPE  OF  THE  EXAMINATION 

Our  examination  was  limited  to  the  verification  of  the  assets  and  liabilities 
as  of  June  30,  1947,  and  a review  of  the  internal  control  and  accounting  pro- 
cedure of  the  City  and  County  of  San  Francisco  Employees’  Retirement  Sys- 
tem, and  without  making  a detailed  audit  of  the  transactions,  we  have  exam- 
ined or  tested  their  accounting  records  or  other  supporting  evidence  by  meth- 
ods and  to  the  extent  we  deemed  appropriate.  Our  examination  was  made  in 
accordance  with  generally  accepted  auditing  standards  applicable  in  the 
circumstances  and  included  all  procedures  which  we  deemed  necessary. 

BALANCE  SHEET 

Cash  on  Deposit  with  Treasurer — $361,581.37 : 

The  cash  on  deposit  was  verified  as  of  June  30,  1947,  by  the  auditing  staff 
of  the  Controller’s  office.  The  report  on  this  verification  was  reviewed  by  us 
and  we  determined  that  reconcilement  was  established  with  the  balance  as 
carried  on  the  records  of  the  Retirement  System. 

Bonds  Owned — Amortized  Value — $50,985,520.59: 

The  bonds  are  held  in  the  joint  custody  of  the  Controller  and  the  Treasurer. 
The  bonds  owned  as  of  June  30,  1947,  as  per  Exhibit  “A,”  Schedule  No.  1 
attached  hereto,  were  accounted  for  by  physical  examination  at  the  vaults  of 
the  Treasurer  of  the  City  and  County  of  San  Francisco,  or  sight  of  other 
satisfactory  evidence  of  ownership. 

The  premium  or  discount  at  time  of  purchase  is  being  properly  amortized. 
For  the  purposes  of  this  report,  we  did  not  ascertain  the  market  value  of  these 
securities.  None  of  the  bonds  owned  as  of  June  30,  1947,  were  in  default  as  to 
principal  or  interest. 

All  bonds  owned  are  of  the  character  legal  for  insurance  companies  in  the 
State  of  California,  as  provided  in  Section  159  of  the  Charter. 

Accrued  Interest — $198,352.41: 

Accrued  interest  at  June  30,  1947,  was  independently  calculated  by  us  and 
found  to  be  correctly  computed  as  stated  above. 
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Due  From  City  and  County  of  San  Francisco — $1,611,502.37: 

This  balance  consists  of  the  following: 


Employees’  Contributions  Withheld $ 158,702.81 

Police  Department 179,235.08 


On  Account  of  Contributions  Other  Than  Uniformed  Services  1,215,790.81 


$1,553,728.70 

Unbudgeted  Portion  of  City  and  County 

Obligations $94,575.92 

Less:  Taxes  Receivable,  Secured 36,802.25  57,773.67 


$1,611,502.37 

The  Police  Department  account  of  $179,235.08  represents  the  balance  due 
on  Police  $2.00  contributions  paid  to  Police  Relief  and  Pension  Fund  prior  to 
January  8, 1932.  This  account  is  being  reduced  at  the  time  of  separation,  death 
or  retirement  of  each  member  in  the  amount  of  the  contributions  plus  interest 
made  to  the  former  plan  by  that  individual  member. 

The  City  and  County  contributions  in  the  amount  of  $1,215,790.81  represent 
amounts  due  from  other  departments  for  the  months  of  October,  1946,  to 
June,  1947,  inclusive. 

Taxes  Receivable,  Secured — Allocated  to  Retirement  System — $36,802.25 : 
This  figure  was  obtained  from  the  Controller’s  office  and  is  analyzed  as 


follows : 

Real  Property  Taxes,  Secured $36,802.25 

Personal  Property  Taxes,  Unsecured 43,945.15 


$80,747.40 

Deduct: 

Reserve  for  Unsecured  Personal  Property  Taxes 43,945.15 


$36,802.25 


Non-Ledger  Assets — $569,253.68: 

There  is  reflected  on  Exhibit  “A”  of  this  report  as  a non-ledger  asset  the 
estimated  contributions  due  from  the  City  and  County  of  $569,253.68  for  Com- 
pensation claims  pending  at  June  30, 1947.  This  asset  is  offset  by  a liability  of 
corresponding  amount.  This  figure  is  based  on  an  estimate  developed  by  the 
Compensation  Department. 

Members’  Accumulated  Contributions — $18,650,247.85: 

This  amount  represents  the  members’  accumulated  contributions  as  re- 
quired by  the  various  sections  of  the  Charter,  together  with  the  accumulated 
interest  thereon.  The  balance  is  in  agreement  with  a listing  of  the  individual 
members’  contribution  accounts.  Extensive  test-checks  were  made  of  the 
postings  to  the  individual  members’  cards  from  the  payroll  records  and  with- 
drawal rolls.  In  all  cases  tested,  members  were  found  to  have  been  credited 
with  their  payroll  withholdings  and  interest  compounded  at  June  30,  1947,  at 
the  rate  of  three  per  cent.  An  analysis  of  these  accumulated  contributions  is 
set  forth  on  Exhibit  "A.” 

City  and  County  Accumulated  Contributions — 

Current  Service— $17,972,703.64: 

The  City  and  County  accumulated  contributions  for  members  other  than 
Police  of  $16,157,459.89  represent  the  matching  contributions  made  by  the 
City  and  County,  as  required  by  the  Charter,  together  with  the  accumulated 
interest  thereon. 

The  City  and  County  accumulated  contributions,  Section  168.1,  Police 
Members,  aggregated  $1,815,243.75  and  during  the  fiscal  year  ended  June  30, 
1947,  were  accumulated  in  accordance  with  Charter  provisions. 
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In  accordance  with  Charter  provisions,  no  matching  contributions  are 
required  of  the  City  and  County  in  connection  with  additional  contributions 
made  by  members. 

For  the  fiscal  year  ended  June  30,  1947,  interest  was  computed  at  the  rate 
of  three  per  cent,  compounded  at  June  30,  1947. 

Total  Present  Value — All  Annuities  and  Pensions — 

Current  Service — $7,977,412.97 : 

This  account  represents  the  reserves,  based  on  actuarial  calculations,  neces- 
sary to  provide  current  service  annuities  and  pensions  to  all  retired  members 
and  beneficiaries  receiving  allowances,  as  of  June  30,  1947,  under  the  various 
plans  as  set  forth  on  Exhibit  “A.” 

This  reserve,  however,  does  not  include  current  service  benefits  payable  to 
policemen  and  firemen  under  Charter  Sections  166,  167,  169  and  170.  Pay- 
ments under  these  Charter  Sections  are  reimbursed  currently  as  paid. 

Individual  records  are  maintained  for  each  retired  member,  reflecting  the 
members’  contributions  and  the  City  and  County  contributions  at  time  of 
retirement,  together  with  interest  accumulated  thereon,  less  deductions  for 
payments  made. 

Death  Benefits  Left  on  Deposit  by  Beneficiaries  of 

Deceased  Members — $37,306.89: 

The  above  amount  represents  the  balances  left  on  deposit  by  beneficiaries 
of  deceased  members  for  payment  in  monthly  installments. 

Reserve  for  Compensation  Insurance  Claims 

Pending  at  June  30,  1947— $569,253.68: 

This  reserve  reflects  the  estimate,  developed  by  the  Compensation  Depart- 
ment, to  settle  compensation  claims  outstanding  at  June  30,  1947,  and  is 
offset  by  a non-ledger  asset  of  a corresponding  amount. 

Ex-Members’  Accumulated  Contributions  in  Suspense — $23,335.15: 

This  balance  consists  in  most  part  of  pension  warrants  issued  to  a member 
who,  we  understand,  was  elected  as  an  officer  of  the  County  after  retirement, 
and  declined  pension  payments.  The  remaining  balance  in  this  account  repre- 
sents warrants  issued  for  withdrawals  but  never  presented  for  payment. 

SPECIAL  RESERVES 

Undistributed  Earnings  From  Sale  of  Bonds — $4,213,495.74: 

Undistributed  earnings  from  sale  of  bonds  was  derived  from  profit  on  sale 
of  bonds  in  prior  years.  This  reserve  was  created  in  accordance  with  Resolu- 
tions adopted  by  the  Retirement  Board,  one  of  which,  for  example,  is  in  the 
Minutes  of  a Meeting  of  the  Retirement  Board,  held  on  May  10,  1944.  These 
earnings  are  being  distributed  over  the  life  of  the  bonds  purchased  with  these 
proceeds. 

An  analysis  of  the  undistributed  earnings  from  sale  of  bonds  follows : 


Profit  from  the  sale  of  bonds : 

For  the  fiscal  year  ended  June  30, 1943 $ 400,421.35 

For  the  fiscal  year  ended  June  30, 1944 1,418,102.36 

For  the  fiscal  year  ended  June  30, 1945 3,207,543.26 


$5,026,066.97 

Less:  Profit  credited  to  interest  income: 

For  the  fiscal  year  ended  June  30,  1944 $152,231.40 

For  the  fiscal  year  ended  June  30,  1945 188,839.62 

For  the  fiscal  year  ended  June  30,  1946 314,147.60 

For  the  fiscal  year  ended  June  30,  1947... 157,352.61  812,571.23 


$4,213,495.74 


City  and  County  Accumulated  Contributions  Reserved  for  Current  Service 
Benefits  Not  Otherwise  Funded  and  Prior  Service  Benefits — $2,780,107.02: 

City  and  County  accumulated  contributions  reserved  for  current  service 
benefits  not  otherwise  funded  and  prior  service  benefits  consist  of  City  and 
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County  contributions  released  upon  withdrawal  or  death  of  members  who  were 
participants  under  a matching  plan,  together  with  unallocated  funds  retained 
by  the  Retirement  System,  as  provided  in  Ordinance  No.  4203,  effective 
June  30,  1946.  These  funds  are  held  in  accordance  with  Section  211,  (c)  4 of 
Part  I,  Article  3 of  the  Municipal  Code,  which  reads  in  part : 

“A  portion  of  the  accumulated  contributions  of  the  city  previously 
held  for  the  benefit  of  members,  excluding  persons  who  are  members 
under  Sections  166  and  169  of  the  Charter,  on  account  of  service  ren- 
dered as  members  of  the  Retirement  System,  equal  to  the  accumu- 
lated normal  contributions  withdrawn  by  a member,  or  paid  to  a 
beneficiary  upon  the  death  of  a member  or  applied  to  purchase  an 
annuity  upon  the  retirement  of  a member,  shall  thereafter  be  included 
in  the  amounts  available  to  meet  the  obligation  of  the  city  on  account 
of  benefits  that  have  been  granted  and  on  account  of  prior  service 
of  members.” 

From  these  funds,  death  benefits  are  paid  to  beneficiaries  of  deceased  mis- 
cellaneous members  on  the  following  basis : 


Beneficiaries  of  active  members 6 months’  pay 

Beneficiaries  of  retired  members $500.00 


Also  from  these  funds  is  assigned  an  amount  necessary,  when  added  to  the 
City  and  County  matching  contributions  under  disability  retirement,  to  pro- 
vide the  reserve  for  present  value  of  disability  retirement  pensions — current 
service,  for  retired  members  other  than  168.1  Police.  The  amount  assigned 
for  this  purpose  as  of  June  30,  1947,  was  $1,126,529.71  and  is  reflected  in  the 
reserve  for  present  value  of  disability  retirement  pensions — current  service — ■ 
retired  members  other  than  168.1  Police. 

During  the  fiscal  year  ended  June  30,  1947,  all  payments  for  current  service 
benefits  of  Old  Fire  and  Old  Police  not  otherwise  funded,  and  prior  service 
benefits,  were  reimbursed  in  full  by  the  City  and  County  and  not  charged 
against  this  reserve. 

The  unfunded  prior  service  alone,  excluding  Old  Firemen  not  yet  retired, 
totaled  in  excess  of  $23,000,000.00  as  of  June  30,  1945,  as  determined  at  the 
last  periodic  actuarial  valuation. 

Contingency  Reserve  Against  Adverse  Experience — $1,534,728.13: 

This  reserve  represents  the  interest  earned  on  bonds,  after  amortization 
charges,  in  excess  of  the  amounts  required  to  credit  all  accumulated  contribu- 
tions and  reserve  accounts  with  interest  at  the  rates  established  by  the 
Retirement  Board.  This  fund  also  includes  $812,571.23  of  the  profits  from  sale 
of  bonds  in  prior  years.  This  reserve  was  established  as  a contingency  against 
possible  deficiencies  in  interest  of  other  years,  losses  under  investments  and 
losses  under  other  contingencies.  We  were  unable  to  find  any  provisions  in 
the  Charter,  Municipal  Code  or  Minutes  of  the  Meetings  of  the  Retirement 
Board  which  definitely  provided  for  the  establishment  of  this  reserve. 

Adjustments — Reserve  Accounts — $4,421.60 : 

Adjustments,  reserve  accounts,  represent  accumulation  of  net  annual  ad- 
justments of  differences  between  members’  ledger  cards  and  controls. 

INCOME  AND  DISBURSEMENTS 

Payroll  pension  withholdings  were  set  up  in  accordance  with  payroll  rec- 
ords, and  to  the  extent  of  our  examination,  were  withheld  at  the  established 
rates. 

City  and  County  contributions  were  extensively  test-checked  and  found 
to  be  correctly  established.  This  includes  contributions  as  required  by  Sec- 
tions 165  and  168.1  to  provide  for  future  current  service  benefits.  Also  included 
are  contributions  for  reimbursement  of  prior  and  current  service  benefits  paid 
to  policemen  retired  under  Sections  166  and  167,  firemen  retired  under  Sec- 
tions 169  and  170,  and  prior  service  benefits  of  miscellaneous  members  died 
or  retired. 

The  income  under  other  City  and  County  contributions  represent  reimburse- 
ment of  actual  disbursements  for  administrative  expenses  and  compensation 
expenses. 
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Interest  on  investments  includes  interest  earned,  less  amortization  charges. 
All  interest  due  during  the  period  on  bonds  owned  by  the  Retirement  System 
was  duly  collected  and  deposited. 

All  interest  earned  during  the  fiscal  year  under  audit  on  investments  of  the 
Retirement  System,  together  with  interest  on  City  and  County  debit  bal- 
ances, and  $123,528.09  of  profit  on  prior  years’  sales  of  bonds,  were  credited 
to  members  and  City  and  County  accounts  as  required  by  Section  211  of 
Part  1,  Article  3 of  the  Municipal  Code  of  the  City  and  County  of  San  Fran- 
cisco, which  reads,  in  part,  as  follows : 

“From  time  to  time,  the  Board  shall  determine  the  rate  of  interest 
being  earned  on  the  Retirement  Fund.  Upon  the  basis  of  all  or  any 
of  such  investigation,  valuation  and  determination,  the  Board  shall: 

(1)  Adopt  for  the  Retirement  System  such  interest  rate  and  such 
mortality,  service,  and  other  tables,  or  any  of  such  items,  as  shall 
be  deemed  necessary.” 

Deposits  by  beneficiaries  under  death  claims  represent  amount  of  funds 
deposited  during  the  year  by  beneficiaries  for  disbursement  in  monthly 
installments. 

All  withdrawals  by  members  included  in  our  test-examination  were  in 
agreement  with  the  ledger  cards  established  for  each  employee,  and  included 
the  interest  thereon  to  date. 

All  payments  of  allowances  and  benefits  included  in  our  test-examination 
were  computed  correctly,  in  accordance  with  the  provisions  of  the  Charter 
and  approved  formulae,  and  were  properly  supported  by  documents  and 
pertinent  data. 

An  analysis  of  allowances  and  benefits  paid  by  class  follows: 


Service  Retirements $2,201,500.10 

Disability  Retirements 676,688.58 

Death  Allowances 333,955.27 

Death  Benefits  to  Members’  Beneficiaries 331,650.63 

Death  Benefits  to  Retired  Members’  Beneficiaries 80,518.76 


$3,624,313.34 

Compensation  insurance  costs  actually  paid  were  reimbursed  in  the  exact 
amount  by  the  City  and  County.  Activities  of  the  Compensation  Department 
were  not  included  in  our  audit. 

Administrative  expenses  were  duly  approved  and  appeared  pertinent  to  the 
operation  of  the  Retirement  System. 

Monthly  installments  to  beneficiaries  in  the  amount  of  $14,646.28  were 
paid  from  funds  left  on  deposit  by  beneficiaries. 

We  acknowledge  the  cooperation  extended  to  us  by  the  staff  of  the  San 
Francisco  City  and  County  Employees’  Retirement  System  and  the  Con- 
troller’s office  during  our  examination. 

OPINION 

In  our  opinion,  the  accompanying  balance  sheet  and  statement  of  income 
and  disbursements,  together  with  the  foregoing  comments,  present  fairly 
the  financial  condition  of  the  City  and  County  of  San  Francisco  Employees’ 
Retirement  System  at  June  30,  1947,  and  the  result  of  its  operation  for  the 
fiscal  year  then  ended,  and  is  in  conformity  with  generally  accepted  account- 
ing principles  and  practices  consistently  applied  to  the  period  under  review. 

Respectfully  submitted, 

JOSEPH  FROGGATT  & CO.,  INC. 

Public  Accountants  and  Auditors 

By  Joseph  Froggatt,  Jr.,  C.P.A.  (Cal.) 

President. 
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INVESTMENT  BONDS 
At  June  30, 1947 


Par 

Value 


United  States  Government $46,419,000.00 

California  Municipalities,  School  Districts,  etc.  255,325.00 

City  of  New  York 2,395,000.00 

Railroads  432,100.00 

Public  Utilities  990,000.00 


$50,491,425.00 


Amortized 

Value 

$46,614,729.34 

274,290.86 

2,653,393.87 

430,255.18 

1,012,851.34 

$50,985,520.59 


Subject  to  comments  attached  to  and  forming  part  of  this  report. 
EXHIBIT  “A” 

Schedule  No.  1 
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City  and  County  of  San  Francisco 
OFFICE  OF  THE  CONTROLLER 


October  31, 1949 


To  His  Honor,  the  Mayor,  and  The  Honorable  Board  of  Supervisors, 

City  and  County  of  San  Francisco. 

Gentlemen : 

The  annual  report  of  the  Controller  for  the  fiscal  year  ended  June  30,  1949, 
is  submitted  herewith,  as  provided  by  section  65  of  the  Charter. 

The  accounts  of  the  Controller  were  audited  by  McLaren,  Goode  & Co.,  by 
direction  of  the  Board  of  Supervisors,  in  accordance  with  provisions  of  section 
68  of  the  Charter. 

As  prescribed  by  section  66  of  the  Charter,  audits  of  the  various  depart- 
ments of  the  City  and  County  were  made  by  the  Controller’s  Audit  Staffs. 
Included  herein  are  the  following  audit  reports : 

Office  of  the  Treasurer,  by  Controller’s  General  Audit  Staff. 

San  Francisco  Airport,  by  Controller’s  Utilities  Audit  Staff. 

Statistical  schedules  and  charts  were  prepared  by  the  Controller’s  Division 
of  Accounts  and  Reports. 

By  direction  of  the  Controller,  the  following  audits  reported  herein  were 
performed  by  the  accounting  firms  indicated : 

San  Francisco  Water  Department,  by  John  F.  Forbes  and  Company. 

Hetch  Hetchy  Water  Supply  and  Power  Project,  by  Barrow,  Wade, 
Guthrie  & Co. 

Municipal  Railway,  by  Price,  Waterhouse  & Co. 

San  Francisco  School  Department,  by  Peter  Barnett  & Co. 

The  audit  of  the  Retirement  System  for  the  fiscal  year  ended  June  30,  1948, 
by  Joseph  Froggatt  & Co.,  Inc.,  was  presented  too  late  for  publication  in  last 
year’s  report  and  is  therefore  included  in  this  report.  The  audit  of  the  Retire- 
ment System  for  the  fiscal  year  ended  June  30,  1949,  has  not  been  completed 
because  the  department  records  are  in  arrears.  The  department’s  mechanical 
accounting  installation  has  now  been  completed  and  progress  is  being  made  to 
maintain  the  accounts  on  a current  basis. 


Respectfully  submitted, 

H.  D.  ROSS, 


Controller. 


CITY  AND  COUNTY  OF  SAN  FRANCISCO 
AIRPORT 

STATEMENT  OF  OPERATIONS 
Fiscal  Years  1939-40  to  1948-49 


$ 59,970.37  $ 57,312.17  $201,205.99  $201,719.74  $209,406.13  $214,777.76  $434,979.48  $434,958.82  $ 638,043.10 

87,312.52  91,966.20  81,487.48  91,006.06  122,568.14  147,634.22  254,921.49  388,833.69  506,176.63 

$147,282.89  $149,278.37  $282,693.47  $292,725.80  $331,974.57  $362,411.98  $689,900.97  $823,792.51  $1,144,219.73 


$ 72,913.16  $104,368.82  $239,915.02  $241,841.23  $258,184.06  $253,348.27  $401,875.23  $460,964.74  $ 720,236.45 

4,887.08  9,975.39  9,670.22  10,552.81  12,727.07  18,933.88  25,907.75  30,185.17 


$ 72,913.16  $ 99,481.74  $229,939.63  $232,171.01  $247,631.25  $240,621.20  $382,941.35  $435,056,99  $ 690,051.28 

25,157.89  29,389.17  26,172.04  20,959.33  16,797.01  13,188.56  29,303.68  106,390.54 

$ 72,913.16  $124,639.63  $259,328.80  $258,343.05  $268,590.58  $257,418.21  $396,129.91  $464,360.67  $ 796,441.82 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 
AMOUNTS  OF  TAX  LEVIES  AND  DELINQUENCIES 
Fiscal  Years  1931-32  to  1948-49 
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Fiscal  Amount  of 

Year  Levy 

1931- 32 $32,714,462.72 

1932- 33 31,752,725.86 

1933- 34 26,583,269.62 

1934- 35 28,808,182.68 

1935- 36 30,634,662.45 

1936- 37 30,986,643.33 

1937- 38 31,994,074.61 

1938- 39 33,337,811.68 

1939- 40 32,575,922.01 

1940- 41 35,162,784.71 

1941- 42 36,469,224.70 

1942- 43 37,469,083.07 

1943- 44 36,797,770.96 

1944- 45 39,647,406.19 

1945- 46 41,184,389.39 

1946- 47 47,374,327.51 

1947- 48 51,718,353.83 

1948- 49 60,779,269.51 


Uncollected  at  June  30 
Amount  % 

$ 718,830  2.20 

1,706,581  5.37 

1,316,809  4.95 

958,096  3.33 

612,784  2.00 

449,704  1.45 

483,081  1.50 

442,132  1.32 

390,407  1.19 

367,339  1.04 

354,994  .97 

288,158  .76 

254,508  .69 

262,652  .66 

380,975  .93 

457,779  .97 

602,680  1.17 

669,631  1.10 


Amount  ’ % 

$ 48,041.54*  .15 

231,193.32  .73 

162,852.50  .61 

28,215.83  .10 

25,824.14  .08 

21.949.33  .07 

31,662.64  .10 

20,790.96  .06 

29,365.27  .09 

45,169.63  .13 

70,263.10  .19 

64,886.21  .17 

52.979.34  .14 

41,877.46  .11 

65,638.42  .16 

127,426.16  .27 

330,709.59  .64 

669,630.57  1.10 


♦Includes  delinquent  taxes  for  1931-32  and  those  of  prior  years. 


CITY  AND  COUNTY  OF  SAN  FRANCISCO 

PERCENTAGES  OF  TAX  DELINQUENCY 

FOR  FISCAL  YEARS  ENDING 
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H.  D.  ROSS,  CONTROLLER 

CITY  AND  COUNTY  OF  SAN  FRANCISCO 
TAX  YIELD 
Fiscal  Year  1949-50 
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Taxes  on  property  assessed  by 
City  and  County: 

Real  Estate,  Improvements,  and 
Secured  Personal  Property: 

Real  Estate  and  Improvements $ 785,424,987 

Tangible  Personal  Property 7,996,786 

Less  Veterans’  and  Welfare 

Exemptions 39,773,711 


Solvent  Credits 10,463,325 

Total $ 764,111,391  $42,667,196.05 

Unsecured  Personal  Property 
(Collected) : 

Tangible  Personal  Property $ 118,533,102  

Less  Veterans’  and  Welfare 

Exemptions 2,080,143  — 

$ 116,452,959  $ 7,091,670.10 

Solvent  Credits 350,030,120  350,037.54 

Total $ 466,483,079  $ 7,441,707.64 

Unsecured  Personal  Property 
(Uncollected) : 

Tangible  Personal  Property $ 68,547,973  

Less  Veterans’  and  Welfare 

Exemptions 288,788  


Solvent  Credits 63,272,098 

Total $ 131,531,283 


Taxes  on  property  assessed  by  State 
Board  of  Equalization: 

Real  Estate  and  Improvements $ 

Tangible  Personal  Property 

Solvent  Credits 


$ 4,220,266.60 
$54,329,170.29 


72,322,590) 

40,147,520]  $ 6,365,808.02 
34,463,430  34,463.43 


$ 6,400,272.35 


Total  of  above  Assessments $1,509,059,293 


Total  Tax  Yield... 


$60,730,013.88 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 
STATEMENT  OF  BONDING  CAPACITY 
AT  JUNE  30,  1949 


Maximum  Limit : 

12%  of  1949-50  Assessment  Roll  ($1,509,059,293)...  $181,087,115 

Bonded  Debt  Not  Matured  June  30, 1949: 

Total $149,479,000 

Exempt  from  12%  Limit  (a 78,709,000  70,770,000 


Limit  of  Future  Bond  Sales  (Subject  to  12%  Limit) 


$110,317,115 


Unissued  (Unsold)  Bonds 
June  30, 1949: 


Exempt  from  Subject  to 

12%  Limit  12%  Limit 


1945  Airport $ 2,500,000 

1947  Municipal  Ry.  Rehabilitation...  5,100,000 
1947  Market  St.  Ry.  Refinancing  (b)  250,000 

1947  Street  Improvement 19,850,000 

1947  Off-Street  Parking 5,000,000 

1947  Hetch  Hetchy  Water 14,300,000 

1947  Recreation 9,650,000 

1948  Sewage  Treatment 15,000,000 

1948  Juvenile  Court  and 

Detention  Home 925,000 

1948  Schools 41,890,000 


14,300,000 


$ 2,500,000 
5,100,000 
250,000 
19,850,000 
5,000,000 


9,650,000 

15,000,000 


925,000 

41,890,000 


$114,465,000  $14,300,000 


$100,165,000 


(a)  Section  104  of  the  Charter  provides  that  the  bonded  debt  shall  not  exceed 
12%  of  the  assessed  value  of  all  real  and  personal  property  in  the  City 
and  County,  subject  to  the  City  and  County  taxes,  exclusive  of  bonds 
issued  for  the  following  purposes : 

For  water  supply,  storage,  or  distribution  purposes. 

For  financing  public  improvements,  the  cost  of  which  is  to  be  assessed 
against  private  property  benefited  thereby.  (To  date  no  such  bonds  have 
been  issued) 

(b)  To  be  cancelled  upon  expiration  of  statutory  time  limit.  (3  years  from 
date  of  election.) 


FRANCISCO 


CITY  AND  COUNTY  OF  SAN 
ANNUAL  BOND  INTEREST  AND  REDEMPTION  REQUIREMENTS 
BASED  UPON  BONDED  INDEBTEDNESS 


$147,961,937.50 


$38,686,937.5 


CITY  AND  COUNTY  OF  SAN  FRANCISCO 

AVERAGE  NET  INTEREST  COST 

ON  BONDS  AND  TAX  ANTICIPATION  NOTES 
SOLD  DURING  FISCAL  YEARS  ENDING 
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. Notit  Sold 

H.  D.  ROSS,  CONTROLLER 

Office  of  the  Controller 


▼ 

REPORT  OF  EXAMINATION  OF  ACCOUNTS 
FOR  THE  FISCAL  YEAR  ENDED 
JUNE  30,  1949 


34 


McLaren,  Goode  & Co. 

Certified  Public  Accountants 
444  CALIFORNIA  STREET,  SAN  FRANCISCO 


November  22, 1949 


The  Honorable  Board  of  Supervisors, 

City  and  County  of  San  Francisco, 

San  Francisco,  California. 

Dear  Sirs  : 

Pursuant  to  your  Resolution  No.  8833,  adopted  July  5,  1949,  we  have  made 
an  examination  of  the  books,  accounts,  records  and  transactions  of  the  Con- 
troller of  the  City  and  County  of  San  Francisco  for  the  fiscal  year  ended 
June  30,  1949,  and  submit  herewith  our  report,  which  consists  of  the  follow 
ing  exhibits  and  schedules  with  comments  thereon: 

Exhibit: 

X Combined  proprietary  balance  sheet  — all  funds,  June  30, 1949. 

B-Comparative  statement  of  revenues  expenses  and  current  surplus  — Gen- 
eral City  and  County,  for  the  fiscal  years  ended  June  30, 1949  and  1948. 

Schedule : 

1 Comparative  statement  of  revenues  from  General  City  and  County 
services  for  the  fiscal  years  ended  June  30, 1949  and  1948. 

2 Comparative  statement  of  General  City  and  County  departmental  ex- 
penses for  the  fiscal  years  ended  June  30, 1949  and  1948. 

C— Capital  surplus  — General  City  and  County,  fiscal  year  ended  June  30, 
1949. 

D— Proprietary  balance  sheet  — Public  Service  Enterprises,  June  30, 1949. 
E— Revenues,  expenses  and  surplus  — Public  Service  Enterprises,  fiscal  year 
ended  June  30, 1949. 

F — Summary  of  fixed  capital,  June  30, 1949. 

G — Bonded  indebtedness,  June  30, 1949. 

jj Bond  redemption  schedule  based  on  bonds  outstanding,  June  30, 1949. 

I Bonds  authorized  and  unissued,  fiscal  year  ended  June  30, 1949. 

j Combined  funds  balance  sheet  — all  funds,  June  30, 1949. 

K— Funds  balance  sheet  — General  City  and  County  current  funds,  June  30, 
1949. 

L— Funds  balance  sheet  — General  City  and  County  capital  funds,  June  30, 
1949. 

M— Funds  balance  sheet  — trust  and  assessment  funds,  June  30, 1949. 

N Funds  balance  sheet  — Public  Service  Enterprises,  June  30, 1949. 

In  our  opinion,  subject  to  the  following  comments  and  limitations  on  the 
scope  of  our  examination,  the  accompanying  proprietary  and  funding  balance 
sheets  and  related  statements  of  revenues,  expenses  and  surplus  present  fairly 
the  position  of  the  City  and  County  of  San  Francisco  at  June  30,  1949,  and  the 
result  of  its  operations  for  the  fiscal  year  then  ended,  in  conformity  with  gen- 
erally accepted  municipal  accounting  principles  applied  on  a basis  consistent 
with  that  of  the  preceding  year. 

Yours  very  truly, 

MCLAREN,  GOODE  & CO. 
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SCOPE  OF  EXAMINATION 

The  accounts  of  the  San  Francisco  Water  Department,  Municipal  Railway, 
Hetch  Hetchy  Water  Supply  and  Power  Project,  School  Department  (San 
Francisco  Unified  School  District)  and  the  San  Francisco  City  and  County 
Employees’  Retirement  System  were  examined  by  other  certified  public  ac- 
countants. Cash,  securities  and  accounts  of  the  Treasurer’s  office,  as  at  June 
30,  1949,  were  examined  by  the  General  Audit  Division  of  the  Controller’s 
office.  The  accounts  of  the  San  Francisco  Airport  were  examined  by,  and  the 
accounts  of  the  Public  Utilities  Division  are  subject  to  examination  by,  the 
Utilities  Audit  Division  of  the  Controller’s  office. 

Section  66  of  the  Charter  provides  for  audit  by  the  Controller  of  the  accounts 
of  all  boards,  officers  and  employees  of  the  City  and  County  who  are  charged 
in  any  manner  with  the  custody,  collection  or  disbursement  of  public  funds. 
In  accordance  therewith  audit  staffs  are  maintained  by  both  the  General  Audit 
and  Utility  Audit  Divisions  which  make  periodic  examinations  and  investiga- 
tions of  various  phases  of  the  financial  affairs  of  the  City  and  County.  In  our 
examination  reliance  has  been  placed  on  various  records  and  figures  based  on 
internal  audit  procedures. 

The  amounts  included  in  this  report  for  the  various  Public  Service  Enter- 
prises and  the  Treasurer’s  office  are  in  agreement  with  those  reported  by  the 
respective  auditors.  The  amounts  for  the  School  Department  which  are  in- 
cluded in  the  accompanying  statements  under  “General  City  and  County” 
differ  somewhat,  due  primarily  to  a difference  in  method  of  recording  receiv- 
ables, payables  and  cafeteria  transactions. 

The  examination  of  the  Employees’  Retirement  System,  as  of  June  30,  1949, 
has  not  been  completed. 

This  examination  has  not  attempted  to  substantiate  the  accuracy  of  de- 
linquent taxes  by  communication  with  the  respective  property  owners. 


REVENUES,  EXPENSES  AND  CURRENT  SURPLUS 

Current  surplus  increased  $1,547,144  during  the  year  ended  June  30,  1949; 
details  thereof  are  presented  in  Exhibit  B and  supporting  Schedules  1 and  2, 
of  which  the  following  is  a brief  summary: 


Fiscal  Year  Ended  June  30 


1949 

1948 

Decrease* 

(Cents 

omitted ) 

$98  049  060 

$88,631,304 

78,308,266 

$9,417,756 

7,775,247 

Expenses 

86’083  513 

Excess  of  revenues  over  expenses 

Surplus  charges  — net 

..$11,965,547 

10,418,403 

$10,323,038 

6,768,333 

$1,642,509 

3,650,070 

Increase  in  current  surplus 

Current  surplus  — first  of  fiscal  year.. 

..$  1,547,144 
..  18,485,888 

$ 3,554,705 
14,931,183 

$2,007,561* 

3,554,705 

Current  surplus  — end  of  fiscal  year.... 

..$20,033,032 

$18,485,888 

$1,547,144 

Increased  revenues  of  $9,417,756.19  are  analyzed  further  as  follows: 


Property  taxes,  penalties,  interest  and  costs $8,929,565.85 

State  and  Federal  subventions 2,131,404.16* 

Retail  purchase  and  use  tax 1,159,689.95 

Service  charges  for  current  services 1,151,933.69 

Other  items  — net 307,970.86 


Total $9,417,756.19 


Increased  property  taxes,  penalties,  etc.,  $8,929,565.85  resulted  primarily 
from  higher  assessed  valuations  and  increased  rates  as  shown  in  the  following 
summary: 


Assessed  Valuations — Fiscal  Year 


(Cents  omitted) 


Tangible  property — secured $ 825,999,634 

Tangible  property — unsecured..  174,035,289 

Intangible  property — 

solvent  credits 430,099,739 


$ 767,703,441 
145,914,741 

368,193,847 


Total $1,430,134,662  $1,281,812,029 


$ 58,296,193 
28,120,548 

61,905,892 

$148,322,633 


Tax  Rates 


Tangible  property — secured $6.09 

Tangible  property — unsecured..  5.62 

Intangible  property — 

solvent  credits .10 


$5.62  $ .47 

5.55  .07 

.10  .00 


Yield  (Cents 


omitted) 


Tangible  property — secured $ 50,303,523 

Tangible  property — unsecured..  9,780,836 

Intangible  property — 

solvent  credits 430,107 


$ 


43,145,153 

8,097,616 

368,201 


$ 7,158,370 

1,683,220 

61,906 


$ 

Assessor’s  supplemental 

unsecured  rolls 

Reassessments,  adjustments 

and  cancellations 

Credited  to  reserve 

for  unsecured  taxes 


60,514,466  $ 

288,022 
4,094* 
266,989* 


51,610,970  $ 8,903,496 

93,347  194,675 

3,445*  649* 

320,496*  53,507 


$ 60,531,405  $ 51,380,376  $ 9,151,029 

Refunds  and  cancellations 342,323*  83,762*  258,561* 

Penalties,  costs,  etc 169,725  132,627  37,098 


Total  property  taxes, 

penalties,  etc $ 60,358,807  $ 51,429,241  $ 8,929,566 


Assessed  valuations  of  tangible  property  increased  $86,416,741  as  recorded 
on  the  original  tax  rolls.  Records  of  the  City  are  not  maintained  in  a manner 
to  allow  ready  determination  of  the  portion  applicable  to  new  construction  or 
to  assessment  adjustments  of  previously  assessed  property. 

The  increase  of  $258,561.08  in  refunds  and  cancellations  is  due  principally 
to  refunds  of  liquor  license  taxes.  These  refunds  arose  from  the  Supreme 
Court  decision  in  Roehm  vs.  County  of  Orange. 

The  books  record  a decrease  of  $2,131,404.16  in  revenue  from  State  and 
Federal  subventions. 

Due  to  a change  in  the  method  of  handling  assistance  to  the  aged  and  blind, ' 
effective  January  1, 1949,  a total  of  $5,872,310.71  was  billed  to  the  State  for  the  | 
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first  six  months  of  1949  and  recorded  on  the  books  as  trust  funds  rather  than 
as  income.  Had  these  billings  been  credited  to  revenue  as  in  the  previous  year, 
the  books  would  have  recorded  a $3,740,906.55  increase  in  revenue  in  the  cur- 
rent year.  This  increase  of  $3,740,906.55  is  summarized  as  follows: 


Increases  in  income  from  subventions  for : 

Aged  and  blind $2,783,565.89 

Schools 420,108.97 

Needy  children  (Welfare  Department) 309,796.48 

Prorated  State  taxes  (Motor  Vehicle  taxes,  etc.) 195,141.71 

Other  items  - net 32,293.50 


Total $3,740,906.55 


Retail  purchase  and  use  tax  recorded  an  increase  of  $1,159,689.95.  This  tax 
became  effective  October  1,  1947,  so  that  in  the  current  year  revenue  for 
twelve  months  is  recorded  as  compared  to  the  revenue  for  nine  months  in  the 
preceding  year. 

Service  charges  for  current  services  increased  $1,151,933.69  as  follows: 


Increases  in : 

Cafeteria  sales $ 875,199.72 

School  tuition  charged  to  other  counties 166,860.25 

Parking  meters 101,430.14 

Other  items  — net 8,443.58 


Total $1,151,933.69 


Cafeteria  sales  were  recorded  on  the  general  books  of  the  City  and  County 
during  the  current  year  for  the  first  time.  In  previous  years  they  were  only 
recorded  on  the  books  of  the  School  Department. 

Included  in,  “increased  revenue,  other  items  — net  — $307,970.86”  are  the 
following : 


I!  Interest  received $231,215.40 

Traffic  fines 118,490.27 

Franchise  taxes 65,924.48 

Business  licenses 62,482.29 


$478,112.44 

Less:  Housing  authority  in  lieu  of  taxes $143,860.83 

Sundry  26,280.75  170,141.58 


Total  — net $307,970.86 


The  increase  in  interest  received  is  due  primarily  to  earnings  on  bond  fund 
cash  on  deposit  with  banks  in  interest  bearing  inactive  deposits.  The  decrease 
in  receipts  from  the  Housing  Authority  in  lieu  of  taxes  resulted  from  restric- 
tions contained  in  the  Government  Appropriation  Acts  of  1948  and  1949. 

Increased  expenses  of  $7,775,247.52  are  detailed  as  follows: 

General  City  and  County  departmental  expenses $2,999,649.00 


Pension  costs - 766,519.51 

Bond  interest 118,569.00 

Contributions  to  Public  Service  Enterprises.. 3,879,282.58 

Sundry  11,227.43 


Total $7,775,247.52 


General  City  and  County  departmental  expenses  are  detailed  in  Exhibit  B, 
Schedule  2.  A summary  of  the  current  year’s  increases  is  given  below: 


Schools  and  libraries $2,158,848.99 

Public  safety 1,553,939.50 

General  government 660,028.93 

Recreation  538,801.79 

Hospitals  492,934.42 

Health  conservation 276,624.89 

Highways  213,324.67 

Sanitation  and  waste  removal 188,661.22 

Corrections  28,264.31 


$6,111,428.72 

Less:  Decrease  in  charities  expense 3,111,779.72 


Increase  in  expense  — net $2,999,649.00 


Included  in  the  School  Department’s  expense  for  the  current  year  is  the  cost 
of  school  cafeterias  totaling  $948,876.37.  There  is  no  comparable  expense  for 
the  previous  year. 

The  decrease  of  $3,111,779.72  in  charities  expense  is  due  mainly  to  a change 
in  the  method  of  handling  assistance  to  the  aged  and  blind  effective  January  1, 
1949.  Payments  during  the  first  half  of  1949  were  paid  from  trust  funds  re- 
ceived from  the  State  and  were  not  charged  to  expense  as  in  previous  years. 

Higher  pension  costs  of  $766,519.51  reflect  larger  pay  rolls  as  well  as  more 
liberal  pension  allowances. 

Increased  bond  interest  expense  of  $118,569.00  reflects  the  expanded  out- 
standings due  to  current  civic  improvements. 

Contributions  of  the  City  and  County  to  organizations  under  the  jurisdic- 
tion of  the  Public  Utilities  Commission  increased  $3,879,282.58  during  the 
current  year. 

Various  adjustments  to  current  surplus  are  detailed  in  Exhibit  B,  which 
result  in  net  charges  of  $10,418,403.14  for  the  current  year,  an  increase  of 
$3,650,069.95  from  the  preceding  year.  The  foregoing  figures  are  exclusive  of 
the  current  year’s  excess  of  revenue  over  expenses  of  $11,965,546.83.  Surplus 
adjustments  are  detailed  and  commented  upon  as  follows: 


Additions  to  current  surplus : 

Transfers  from  capital  funds  to  current  funds  — to  be  uti- 
lized in  the  acquisition  of  permanent  properties $ 263,786.75 

School  cafeteria  fund  not  previously  recorded  on  the  gen- 
eral books  of  the  City  and  County 153,912.12 

Total  additions $ 417,698.87 


Charges  to  current  surplus : 

Redemption  of  bonds  (a  credit  to  capital  surplus) $ 4,189,000.00 

Permanent  properties  acquired  and  paid  for  from  current 

funds  (a  credit  to  capital  surplus) 4,103,630.48 

Increase  in  encumbrances  and  inter-departmental  work 
orders.  As  encumbrances  and  work  orders  are  liquidated, 

the  proper  expense  or  asset  accounts  will  be  charged 1,077,464.31 

Contributions  to  Bureaus  of  Light,  Heat  and  Power,  pre- 
viously held  as  a deferred  charge  on  the  books  of  the 
City  and  County 733,224.77 


Bond  fund  additions  from  revenue  consisting  of : 

General  fund  to  1948  Juvenile  Court  and  De- 
tention Home  bond  funds $292,437.83 

General  fund  to  1944  Sewer  bond  funds 231,809.53 

Recreation  fund  to  1947  Recreation  bond  funds  208,535.09  732,782.45 

Total  charges $10,836,102.01 


Surplus  adjustments  — net. 


.$10,418,403.14 
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BALANCE  SHEET  COMMENTS 

The  following  comments,  unless  otherwise  specified,  refer  to  amounts  shown 
on  the  proprietary  balance  sheet,  Exhibit  A,  under  the  caption  “General  City 
and  County.” 

Fixed  Capital  — $248,785,946.72: 

A summary  of  fixed  capital  is  presented  in  Exhibit  F.  Substantial  test 
checks  were  made  of  the  transactions  recorded  in  these  accounts  during  the 
year  and  they  were  found  to  be  in  order.  Records  of  the  Controller  are  not 
maintained  in  a manner  to  allow  ready  preparation  of  a summary  of  current 
additions  by  “projects.” 

The  foregoing  fixed  capital,  $248,785,946.72,  does  not  purport  to  represent 
the  cost  of  fixed  capital  presently  in  existence,  as  no  attempt  is  made  to 
eliminate  from  stated  amounts  all  recorded  costs  of  items  disposed  of  which 
were  previously  charged  thereto. 

Fixed  capital  records,  as  provided  for  in  Section  88  of  the  Charter,  are  not 
being  maintained. 

Insofar  as  the  “General  City  and  County”  is  concerned,  depreciation  on  fixed 
assets  is  not  being  computed  and  no  charge  for  depreciation  is  included  in 
current  operating  expenses. 

An  equity  of  $130,000.00,  approximately,  in  parking  meters  has  been  ac- 
quired through  payment  of  one-half  of  collections.  This  equity  is  not  recorded 
on  the  books  nor  in  the  statements  included  herewith. 

Cash  — $61,649,904.46: 

Cash  included  $61,605,879.46  on  deposit  with  the  City  and  County  Treasurer 
and  $44,025.00  of  revolving  funds. 

The  accounts  of  the  Treasurer’s  office  were  examined  as  at  June  30,  1949, 
by  the  General  Audit  Division  of  the  Controller’s  office,  and  a copy  of  their 
audit  report,  dated  October  15,  1949,  is  included  in  another  section  of  the 
Annual  Report  of  the  Controller.  This  report  and  certain  supporting  papers 
were  reviewed  to  establish  that  the  balances  reflected  therein  were  in  agree- 
ment with  the  amounts  recorded  by  the  Controller  as  on  deposit  with  the 
Treasurer. 

Revolving  funds  of  $44,025.00  were  confirmed  directly  by  custodians.  In- 
creases during  the  year  ended  June  30,  1949,  amounted  to  $2,075.00  and  were 
properly  supported  by  ordinances  as  required  by  the  Charter. 


Taxes,  Penalties,  Costs  and  Interest  — $2,239,835.24 : 

Taxes  and  penalties  receivable  are  summarized  as  follows : 


Taxes : 

Current  year  — 1948-1949 

Total 

.$  669,630.57 

Secured 

$322,421.98 

Unsecured 

$ 347,208.59 

Prior  years : 

1947-1948  

1946-1947  

1945-1946  

July  1, 1919  to  June  30, 1945 

.$  330,709.59 
127,426.16 
65,638.42 
875,071.27 

$ 79,178.94 
34,523.01 
19,281.90 
67,739.83 

$ 251,530.65 
92,903.15 
46,356.52 
807,331.44 

Total  

.$1,398,845.44 

$200,723.68 

$1,198,121.76 

Total  taxes 

$2,068,476.01 

$523,145.66 

$1,545,330.35 

Penalties,  costs  and  interest 

197,422.43 

25,130.08 

172,292.35 

Total  

$2,265,898.44 

$548,275.74 

$1,717,622.70 

Less:  Unallocated  collections  of  de- 
linquent secured  tax  installments 

: 26,063.20 

26,063.20 

Total  taxes  and  penalties, 

etc.,  receivable $2,239,835.24  $522,212.54  $1,717,622.70 
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As  set  forth  in  Exhibit  A,  unsecured  taxes  and  penalties,  etc.,  totaling 
$1,717,622.70  are  fully  reserved  for,  and  are  included  in  revenues  as  collec- 
tions are  made. 


Franchise  and  Subventions  Receivable  — $4,958,335.22: 

The  $4,958,335.22  due  on  franchise  taxes  and  subventions  was  made  up  as 
follows : 


Franchise  taxes  receivable : 

Pacific  Telephone  and  Telegraph  Company $ 397,984.02 

Pacific  Gas  and  Electric  Company 129,751.87 

American  District  Telegraph  Company 4,400.00 

California  Street  Cable  Railroad  Company 3,222.92 


Total  franchise  taxes  receivable. 


$ 535,358.81 


Subventions  receivable  — State  and  Federal : 


Motor  vehicle  fuel  tax,  license  and 

registration  fees $2,534,662.62 

Alcoholic  beverage  licenses 900,000.00 

Tuberculosis  aid  subsidy 390,757.89 

Charities  — aged,  blind  and  children 297,275.96 

Schools  — veterans’  training 

and  cafeteria  grant 120,573.11 

Fire  boat  and  waterfront  expense 107,505.16 

Other 72,201.67 


Total  subventions  receivable. 


4,422,976.41 


Total  franchises  and  subventions  receivable 


The  $535,358.81  of  franchise  taxes  represented  the  estimated  accrual  of 
these  taxes  at  June  30,  1949,  as  computed  by  the  respective  companies. 

The  major  items  included  in  the  $4,422,976.41  of  subventions  receivable  were 
substantiated  by  direct  confirmation  wherever  practicable,  and  in  other  in- 
stances by  review  of  basis  and  computations  and  reference  to  subsequent 
collections. 


Accrued  Interest  Receivable  — $298,268.10: 

This  amount  included  $296,604.99  of  interest  accrued  on  investments  of  the 
Employees’  Retirement  System  and  $1,663.11  accrued  on  bonds  of  other  trust 
funds. 


Other  Accounts  Receivable  — $2,628,356.72 : 

Items  included  under  this  caption  were  as  follows : 

Departmental  accounts  receivable  (fully  offset) : 

Current  $ 644,750.91 

Transferred  to  Bureau  of  Delinquent  Revenue 411,173.16 

Total $1,055,924.07 

Retail  purchase  and  use  taxes  receivable 1,078,958.28 

Tuition  billed  to  other  counties  by  School  Department 404,072.17 

Sundry  receivables 89,402.20 

Total  other  accounts  receivable $2,628,356.72 


The  entire  amount  of  departmental  accounts  receivable,  $1,055,924.07,  is 
treated  in  the  accounts  as  uncollectible  (through  the  use  of  an  offset  account 
— see  Exhibit  A)  in  order  to  defer  taking  any  of  these  items  into  revenue  until 
collected. 

Retail  purchase  and  use  taxes  receivables  of  $1,078,958.28  comprised  collec- 
tions made  from  July  1,  to  August  7,  1949,  inclusive,  applicable  to  periods 
prior  to  June  30,  1949.  Collections  of  taxes  for  the  year  1948-1949  received 
subsequent  to  August  7 (aggregating  approximately  $17,000  through  Septem- 
ber 7)  will  be  recorded  as  revenues  of  the  fiscal  year  ending  June  30,  1950. 
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Included  in  the  $404,072.17  due  the  School  Department  was  $403,962.21  due 
from  counties  which  was  recorded  on  the  basis  of  figures  contained  in 
the  report  of  examination  of  that  department  by  other  certified  public 
accountants. 


Investments  — $66,567,028.36: 

Investments  consisted  primarily  of  securities  of  the  Employees’  Retirement 
System  as  indicated  by  the  following  summary : 

Par  Value  Book  Value 

Securities: 

Employees’  Retirement  System : 

United  States  Government  bonds ... 

Municipal  bonds 

Public  utility  bonds 

Railroad  bonds 


Total  

Bequest  and  Trust  Funds : 

Bonds  

Stocks  (including  no  par  value  stock 
having  a book  value  of  $2,000.00) 


Total  securities.. 


.$65,571,025.00  $66,134,740.98 


...$  378,000.00 

26.50 

...$  378,026.50 


379,203.13 

2,094.25 

381,297.38 


...$65,949,051.50  $66,516,038.36 


Other  Investments  — Bequest  and  Trust  Funds : 


Real  estate $ 50,970.00 

Miscellaneous  20.00 

Total  other  investments $ 50,990.00 

Total  investments $66,567,028.36 


\ Securities  are  stated  at  cost,  adjusted  for  amortization  of  bond  premiums 
and  discounts. 

The  bonds  of  the  Employees’  Retirement  System  were  examined  jointly  as 
at  June  30,  1949,  by  other  certified  public  accountants  and  by  the  Controller’s 
General  Audit  Division.  Securities  of  the  bequest  and  trust  funds  were  ex- 
amined by  the  General  Audit  Division.  (Refer  to  report  of  General  Audit 
Division  dated  October  15,  1949). 

Other  securities  in  the  custody  of  the  Treasurer,  consisting  of  collateral 
deposited  by  banks  and  having  a market  value  of  $104,353,515.38  at  June  30, 
1949,  were  examined  by  the  Controller’s  General  Audit  Division. 

Lease  Guarantee  Deposits  — $113,750.00: 

United  States  Treasury  bonds  of  the  par  value  of  $107,750.00  and  600  shares 
of  Pacific  Telephone  and  Telegraph  Company  with  a par  value  of  $6,000.00 
were  on  deposit  with  the  General  City  and  County  as  guarantees  under  certain 
lease  contracts.  These  securities  were  examined  as  at  June  30,  1949,  by  the 
General  Audit  Division.  The  contra  liability  for  these  deposits  is  included  in 
Exhibit  A under  the  caption  “Other  Liabilities  and  Reserves.” 

Materials  and  Supplies  — $703,336.74: 

Materials  and  supplies  included  the  following  departmental  inventories : 


School  Department $422,297.44 

Fire  Department 95,187.50 

Central  Warehouse 48,681.89 

Park,  Recreation,  Purchasing,  Public  Works  and 

Sheriff’s  stores 37,169.91 

Other  departments  (estimated) 100,000.00 


Total $703,336.74 


The  above  amounts,  with  the  exception  of  the  $95,187.50  for  the  Fire 
Department  and  the  $100,000.00  estimate  for  other  departments  are  based  on 
physical  inventories  taken  by  employees  of  the  City  and  County  at  dates  not 
more  than  three  months  prior  to  June  30,  1949.  These  counts  were  not  made 
under  independent  supervision  nor  were  independent  tests  made  of  the  quanti- 
ties. The  School  Department  inventory  is  in  agreement  with  the  report  of 
examination  of  that  department  by  other  certified  public  accountants.  No 
physical  inventory  of  Fire  Department  supplies  has  been  taken  since  1946; 
the  inventory  at  June  30,  1949,  being  taken  from  perpetual  records.  The 
estimate  of  $100,000.00  for  other  departments  appears  conservative. 

Commitments  — Uncompleted  Contracts,  Purchase  Orders 
and  Other  — $13,817,341.55: 

This  amount,  classified  as  a deferred  charge,  consisted  of  $98,046.48  appli- 
cable to  current  funds  which  represented  the  unpaid  portion  of  the  Fleish- 
hacker  playground  land  purchase  contract  and  $13,719,295.07  applicable  to 
capital  funds.  The  capital  funds  to  which  this  amount  applies  are  as  follows : 


1944  Sewer $ 9,949,813.93 

1944-48  Juvenile  Court  and  Detention  Home 2,564,941.98 

1948  School 442,203.03 

1947  Recreation,  1942  Fire  Protection, 

1947  Street  Improvements,  etc 762,336.13 


Total $13,719,295.07 


All  commitments  covering  encumbrances  at  June  30,  1949,  applicable  to 
General  City  and  County  current  funds,  were  charged  to  General  City  and 
County  current  surplus  at  June  30,  1949,  in  keeping  with  prior  year’s  practice. 

Bonded  Debt  — $149,661,000.00: 

(Including  Public  Service  Enterprises) 

Details  of  bonded  indebtedness,  redemption  program  and  bonds  authorized 
are  presented  in  Exhibits  G,  H and  I. 

Changes  in  bonded  indebtedness  during  the  current  year  are  summarized  as 
follows : 


Outstanding,  June  30,  1948 $137,073,900 

Sales  23,875,000 

$160,948,900 

Redemptions  11,287,900 

Outstanding,  June  30,  1949 $149,661,000 


Sales  of  bonds  during  the  fiscal  year  ended  June  30,  1949,  were  authorized 
by  resolution  of  the  Board  of  Supervisors,  and  the  proceeds  credited  to  the 
proper  funds.  All  bonds  redeemed  during  the  period  under  review  were 
inspected. 

The  following  summary  reflects  the  changes  in  bonds  authorized  but  un- 
issued during  the  current  year : 


Authorized  but  unissued,  June  30,  1948 $ 89,450,000 

Authorized  during  the  year 48,890,000 

$138,340,000 

Sales  during  the  year 23,875,000 

Authorized  but  unissued,  June  30,  1949 $114,465,000 
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Bond  Interest  — $2,146,100.85: 

(Including  Public  Service  Enterprises) 

The  accuracy  of  the  stated  amount  of  matured  and  accrued  interest  at  June 
30,  1949,  was  established  as  well  as  the  accuracy  of  the  amount  of  interest 
expense  during  the  year. 

Outstanding  Warrants  and  Pay  Roll  Deductions  — $6,419,846.38: 

(Including  Public  Service  Enterprises) 

The  mathematical  accuracy  of  all  reconciliations  of  warrants  and  pay  roll 
deductions  outstanding  as  at  June  30,  1949,  was  reviewed  and  established. 
Test  inspections  were  also  made  of  the  following: 

Original  warrants  outstanding  at  June  30, 1949,  but  paid  as  at 
the  time  of  our  examination. 

Copies  of  warrants  outstanding  at  June  30, 1949,  and  unpaid  at 
the  time  of  our  examination. 

Accounts  Payable  and  Reserve  for  Encumbrances  — $26,512,757.35: 

(Including  Public  Service  Enterprises) 

This  amount  reflects  the  total  unliquidated  encumbrances  at  June  30,  1949, 
which  were  substantiated  by  test  inspections  of  supporting  contracts,  pur- 
chase orders  and  other  documents. 

Trust  and  Assessment  Fund  Balances  — $79,336,397.29: 

The  status  of  the  various  funds  comprising  the  foregoing  is  presented  in 
Exhibit  M of  which  the  following  is  a brief  summary  of  unapplied  fund 
balances : 


Public  trusts $76,722,267.88 

Private  trusts 2,119,793.90 

Assessment  and  redemption  funds 12,683.90 

Agency  funds 592,368.94 


Total  ( funding  basis) $79,447,114.62 

Adjustments  to  bring  to  proprietary  basis  consist- 
ing primarily  of  pension  cost  adjustments 110,717.33 


Total  (proprietary  basis) $79,336,397.29 


r Included  in  trust  funds  are  many  items  which  ordinarily  would  be  classed  as 
regular  accounts  payable,  such  as  collections  of  Federal  withholding  taxes, 
ibail  deposits,  etc.,  etc. 

All  trust  funds  should  be  reviewed  to  eliminate,  wherever  possible,  those 
Ijfunds  which  have  been  inactive  over  a period  of  years. 

Taxes  Collected  for  Fiscal  Year  1949-50  — $3,776,202.53: 

This  amount  represents  personal  property  taxes  applicable  to  the  fiscal 
year  1949-50  which  were  collected  by  the  Assessor  and  deposited  with  the 
Treasurer  prior  to  July  1,  1949.  This  amount  will  be  credited  to  revenue  in  the 
iensuing  fiscal  year. 


Other  Deferred  Credits  — $689,366.42 : 

These  deferred  credits  are  summarized  as  follows : 

Tuition  billed  to  other  counties  by  the 

School  Department $403,962.21 

Subventions  from  State  received  in  advance 90,403.55 

Items  affecting  Public  Service  Enterprises  to  be 

adjusted  in  the  ensuing  year 62,464.73 

Deposits  42,904.20 

Rents  received  in  advance 25,653.75 

Sundry  other  items 63,977.98 


Total $689,366.42 
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Tuition  billed  to  other  counties  by  the  School  Department  was  substantiated 
by  other  accountants  during  the  audit  of  that  Department.  Subventions  re- 
ceived in  advance  were  confirmed  by  the  Department  of  Social  Welfare.  The 
accuracy  of  other  items  in  this  category  was  substantiated  by  test  checks. 

Contingent  Liabilities: 

The  City  and  County  of  San  Francisco  is  subject  to  a contingent  liability  by 
reason  of  its  participation  in  the  Golden  Gate  Bridge  and  Highway  District. 
Certain  considerations  affecting  this  liability  as  reported  by  other  certified 
public  accountants  are  as  follows : 

Fiscal  Years  Ended  June  30 
(Cents  omitted) 

1949  1948  1947 

Net  income  after  provision 

for  bond  interest $2,053,830  $1,962,597  $1,811,680 

Surplus  accounts  at  end  of  year 8,223,999  7,120,209  5,585,106 

Bonds  outstanding  at  June  30, 1949,  totaled  $33,200,000.00  maturing  on  July 
1,  as  follows : 


Total 


1949  to  1951  inclusive $ 400,000.00 

1952  to  1956  inclusive 800,000.00 

1957  to  1961  inclusive 1,200,000.00 

1962  to  1966  inclusive 1,600,000.00 

1967  to  1971  inclusive 2,800,000.00 


$ 1,200,000.00  ! 

4.000. 000.00 

6.000. 000.00 
8,000,000.00 

14,000,000.00 


Total  outstandings  - June  30,  1949. 


$33,200,000.00 


As  indicated  by  a letter  from  the  City  Attorney  the  City  and  County  had,  at 
June  30,  1949,  claims  pending  against  them  of  $13,000,000.00,  approximately, 
affecting  the  Municipal  Railway  and  $2,000,000.00,  approximately,  affecting 
all  other  City  Departments.  The  Railway  has  provided  a reserve  therefor  of 
$2,267,892.93;  other  departments  have  not  provided  any  reserves  to  cover  the 
probable  liability. 

The  following  General  City  and  County  funds,  appearing  on  Exhibit  K show 
deficits  at  June  30, 1949: 


Firemen’s  relief  and  pensions $171,174.17 

Auditorium  167,930.42 

Police  relief  and  pensions 103,235.58 


These  deficits  were  created  prior  to  the  adoption  of  the  present  Charter, 
which  became  effective  January  8,  1932.  With  the  exception  of  slight  adjust- 
ments, the  above  amounts  are  substantially  the  same  as  on  the  aforemen- 
tioned  date.  Inasmuch  as  Section  86  of  the  present  Charter  is  designed  to 
prevent  any  deficit  from  being  created  after  its  adoption,  it  is  recommended 
that  some  legal  means  be  found  to  dispose  of  these  old  deficits. 
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EXHIBIT  B — SCHEDULE  1 
CITY  AND  COUNTY  OF  SAN  FRANCISCO 
REVENUES  FROM  GENERAL  CITY  AND  COUNTY  SERVICES 
Fiscal  Years  Ended  June  30, 1949  and  1948 


Fiscal  Year  Ended  June  30 


1949 

1948 

Decrease* 

General  Government : 

Municipal  Courts 

$ 

104,989.60 

$ 

94,013.25 

$ 10,976.35 

Superior  Courts 

188,166.54 

189,167.54 

1,001.00* 

Recorder 

206,558.75 

221,904.68 

15,345.93* 

Public  Administrator 

131,237.95 

109,676.36 

21,561.59 

Sheriff 

48,855.07 

42,240.62 

6,614.45 

Treasurer  Inheritance  tax 

collection  fees 

27,656.95 

22,013.50 

5,643.45 

Rent  of  building  space 

34,055.14 

49,566.20 

15,511.06* 

Parking  meters 

119,384.36 

17,954.22 

101,430.14 

Other 

68,180.85 

67,468.21 

712.64 

Total 

$ 

929,085.21 

$ 

814,004.58 

$ 115,080.63 

Public  Safety : 

Inspections  and  permits : 

Department  of  Public  Works 

Building  inspection 

$ 

227,377.80 

$ 

237,203.45 

$ 9,825.65* 

Other 

121,969.75 

113,063.36 

8,906.39 

Department  of  Electricity 

83,607.91 

85,559.63 

1,951.72* 

Other  departments 

55,210.10 

57,776.10 

2,566.00* 

Fire  Department 

26,426.06 

22,368.64 

4,057.42 

Farmers  Market 

26,287.50 

19,748.00 

6,539.50 

Other 

14,604.31 

13,225.44 

1,378.87 

Total 

$ 

555,483.43 

$ 

548,944.62 

$ 6,538.81 

Schools  and  Libraries : 

Schools: 

Child  Care  Center  ( Fees 

from  parents) 

$ 

271,464.84 

$ 

243,905.48 

$ 27,559.36 

Cafeteria  sales 

875,199.72 

875,199.72 

Tuition  (Students  from 

other  counties) 

303,445.96 

136,585.71 

166,860.25 

Other 

51,437.51 

78,535.87 

27,098.36* 

Library 

36,401.70 

38,858.52 

2,456.82* 

Total 

$1,537,949.73 

$ 

497,885.58 

$1,040,064.15 

Recreation : 

Golf  links 

$ 

196,719.52 

$ 

204,504.64 

$ 7,785.12* 

Rentals  — Auditorium, 

Kezar,  etc 

342,119.75 

337,986.05 

4,133.70 

Amusement  rides 

82,415.65 

83,788.15 

1,372.50* 

Camp  Mather 

82,246.53 

81,585.00 

661.53 

Restaurant  activities 

516,063.13 

499,404.08 

16,659.05 

Art  Commission 

32,360.11 

27,244.10 

5,116.01 

Opera  House 

115,332.03 

101,819.07 

13,512.96 

Coit  Tower 

21,014.51 

23,979.56 

2,965.05* 

de  Young  Museum  and  other. ... 

68,283.48 

61,884.92 

6,398.56 

Total $1,456,554.71  $1,422,195.57  $ 34,359.14 


EXHIBIT  B — SCHEDULE  1 (Concluded) 

CITY  AND  COUNTY  OF  SAN  FRANCISCO 
REVENUES  FROM  GENERAL  CITY  AND  COUNTY  SERVICES 
Fiscal  Years  Ended  June  30, 1949  and  1948 


Fiscal  Year  Ended  June  30 


Hospitals,  Charities,  and 
Corrections : 

Hospitals 

Charities  (Maintenance  of 

Minors) 

Corrections 

- $ 

1949 

288,751.97  ! 

153,864.57 

29,477.85 

1948 

$ 310,621.36 

149,228.88 

25,583.18 

$ 

Decrease* 

21,869.39* 

4,635.69 

3,894.67 

Total 

- $ 

472,094.39  : 

$ 485,433.42 

$ 

13,339.03* 

Other: 

Sanitation  (Side-sewer 

installation ) 

- $ 

140,786.66  : 

$ 166,838.04 

? 

26,051.38* 

Health  (inspection  fees  and 

other  charges) 

124,396.43 

119,522.86 

4,873.57 

Sundry 

6,855.27 

16,447.47 

9,592.20* 

Total 

..  $ 

272,038.36  i 

$ 302,808.37 

$ 

30,770.01* 

Total  revenues  from  General  City 
and  County  Services  — 

Exhibit  B $5,223,205.83  $4,071,272.14  $1,151,933.69 
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EXHIBIT  B — SCHEDULE  2 
CITY  AND  COUNTY  OF  SAN  FRANCISCO 
GENERAL  CITY  AND  COUNTY  DEPARTMENTAL  EXPENSES 
Fiscal  Years  Ended  June  30, 1949  and  1948,  and  Comparison 

Fiscal  Year  Ended  June  30 


General  Government : 

Legislative 

Executive 

Judicial 

Elections 

Finance 

Law 

Recording  and  reporting 

Administrative  officers 

and  boards 

General  Government 

buildings 

Community  promotion,  etc.. 

Total 

Public  Safety: 

Police  Department 

Fire  Department 

Protective  inspection 

Total— -HI — 


Roadways 

Street  lighting 

Bridges  and  viaducts 

Maintenance  of  equipment.. 


Sanitation  and  Waste  Removal 


Miscellaneous... 


Health  Conservation: 

General  administration 

Vital  statistics 

Health  regulation 

and  inspection 

Control  of 

communicable  diseases.  .. 

Child  health  services 

| Miscellaneous 


..$  261,649.22 

$ 

203,434.44 

$ 58,214.78 

168,829.13 

144,338.56 

24,490.57 

. 2,228,910.23 

2,054,343.07 

174,567.16 

307,039.15 

489,337.18 

182,298.03* 

. 1,823,888.12 

1,660,404.64 

163,483.48 

457,973.70 

375,298.71 

82,674.99 

152,461.52 

163,504.23 

11,042.71* 

..  1,037,915.87 

924,483.16 

113,432.71 

723,694.44 

652,052.45 

71,641.99 

423,627.47 

258,763.48 

164,863.99 

..$  7,585,988.85 

$ 

6,925,959.92 

$ 660,028.93 

..$  6,729,401.26 

$ 5,976,979.08 

$ 752,422.18 

...  7,153,864.65 

6,430,664.66 

723,199.99 

509,983.98 

431,666.65 

78,317.33 

..$14,393,249.89 

$12,839,310.39 

$1,553,939.50 

..$  57,633.10 

$ 

48,386.85 

$ 9,246.25 

769,418.14 

547,919.46 

221,498.68 

952,984.37 

908,007.50 

44,976.87 

91,805.83 

116,940.23 

25,134.40* 

50,689.60 

87,952.33 

37,262.73* 

..$  1,922,531.04 

$ 

1,709,206.37 

$ 213,324.67 

1: 

..$  917,340.63 

$ 

832,000.61 

$ 85,340.02 

...  1,195,231.70 

1,091,910.50 

103,321.20 

6,000.00 

6,000.00 

..$  2,118,572.33 

$ 

1,929,911.11 

$ 188,661.22 

...$  160,762.14 

$ 

110,418.55 

$ 50,343.59 

49,579.77 

45,872.24 

3,707.53 

436,955.53 

387,037.01 

49,918.52 

381,334.22 

358,151.15 

23,183.07 

788,804.70 

651,102.55 

137,702.15 

74,899.66 

63,129.63 

11,770.03 

..$  1,892,336.02 

$ 

1,615,711.13 

$ 276,624.89 
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EXHIBIT  B — SCHEDULE  2 (Concluded) 
CITY  AND  COUNTY  OF  SAN  FRANCISCO 


GENERAL  CITY  AND  COUNTY  DEPARTMENTAL  EXPENSES 
Fiscal  Years  Ended  June  30, 1949  and  1948,  and  Comparison 


Fiscal  Year  Ended  June  30 


1949 

1948 

Decrease* 

Hospitals : 

General  administration 

.$  206,899.81 

$ 193,960.03 

$ 12,939.78 

General  municipal  hospitals. 

. 3,801,673.34 

3,520,762.39 

280,910.95 

Special  disease 

municipal  hospitals 

. 2,061,999.84 

1,876,248.35 

185,751.49 

Patients  in  non- 

municipal  hospitals 

214,425.43 

204,550.64 

9,874.79 

Miscellaneous 

33,119.39 

29,661.98 

3,457.41 

Total 

.$  6,318,117.81 

$ 5,825,183.39 

$ 492,934.42 

Charities : 

General  administration 

.$  56,122.60 

$ 67,271.21 

$ 11,148.61* 

Adult  institutional  care 

693,255.85 

493,313.38 

199,942.47 

General  relief 

1,181,904.29 

1,629,572.39 

447,668.10* 

Old  age  assistance 

. 4,108,508.98 

7,517,443.67 

3,408,934.69* 

Aid  to  minors 

2,048,779.04 

1,401,659.65 

647,119.39 

Aid  to  blind 

203,752.19 

345,339.63 

141,587.44* 

Federal  war 

services  assistance 

7,426.70 

7,426.70* 

Miscellaneous 

303,637.85 

245,713.89 

57,923.96 

Total 

..$  8,595,960.80 

$11,707,740.52 

$3,111,779.72* 

Corrections : 

County  jails 

..$  472,386.13 

$ 459,802.49 

$ 12,583.64 

Juvenile  detention  home 

400,039.12 

397,387.76 

2,651.36 

Miscellaneous 

135,715.22 

122,685.91 

13,029.31 

Total 

..$  1,008,140.47 

$ 979,876.16 

$ 28,264.31 

Schools  and  Libraries : 

Schools 

$21,219,221.03 

$19,136,880.47 

$2,082,340.56 

Libraries 

772,215.21 

695,706.78 

76,508.43 

Total 

$21,991,436.24 

$19,832,587.25 

$2,158,848.99 

Recreation : 

Cultural  — Scientific 

.$  1,115,461.91 

$ 1,046,260.09 

$ 69,201.82 

Parks  and  squares 

. 1,401,811.13 

1,304,710.52 

97,100.61 

Organized  recreation 

. 1,578,949.06 

1,452,899.19 

126,049.87 

Auditoriums  and 

special  facilities 

696,800.70 

430,814.56 

265,986.14 

Refreshment  facilities 

455,802.98 

458,911.70 

3,108.72* 

Miscellaneous 

27,827.60 

44,255.53 

16,427.93* 

Total 

.$  5,276,653.38 

$ 4,737,851.59 

$ 538,801.79 

Total  General  City  and  County 

Departmental  Expenses 

$71,102,986.83 

$68,103,337.83 

$2,999,649.00 
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EXHIBIT  C 

CITY  AND  COUNTY  OF  SAN  FRANCISCO 
CAPITAL  SURPLUS  — GENERAL  CITY  AND  COUNTY 
Fiscal  Year  Ended  June  30, 1949 


General  City  and  County  Capital  Surplus, 
June  30,  1948 


$222,864,963.03 


Capital  additions : 

From  revenue $4,103,630.48 

From  trust  funds 186,040.52 


Total $4,289,671.00 

Bonds  redeemed  from  current  revenues 4,189,000.00 

State  aid  for  post-war  projects 474,064.69 

Transfers  from  current  surplus  for 

various  projects 732,782.45 

Premium  on  sale  of  bonds 4,023.00 


Total. 


Total. 


$232,554,504.17 


Deduct: 

Transfer  to  current  surplus  for  purchase 

of  land  and  equipment $ 263,786.75 

Net  loss  on  sale  of  fixed  properties 85,933.17 

Total 349,719.92 

General  City  and  County  Capital  Surplus, 

June  30,  1949 $232,204,784.25 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 
Office  of  the  Controller 

TREASURER’S  OFFICE 
REPORT  ON  EXAMINATION  OF  ACCOUNTS 
For  the  Fiscal  Year  Ended  June  80, 1949 


October  15, 1949 

Mr.  Harry  D.  Ross,  Controller, 

City  and  County  of  San  Francisco. 

Dear  Sir: 

In  accordance  with  your  instructions  and  pursuant  to  provisions  of  Charter 
Section  66,  an  examination  was  made  of  the  accounts  of  the  Treasurer’s  office 
for  the  fiscal  year  ended  June  30,  1949. 

The  Mayor  appointed  Mr.  John  J.  Goodwin  as  Treasurer,  on  December  22, 
1947,  to  fill  the  unexpired  term  of  office  of  the  former  Treasurer,  Thomas  K. 
McCarthy,  deceased. 

Mr.  David  F.  Supple,  Consultant- Statistician  to  the  Grand  Jury,  partici- 
pated in  this  examination. 

As  directed  by  you,  two  reports  have  been  prepared  of  this  examination, 
as  follows : 

(1)  One  report  for  publication  in  the  Controller’s  Annual  Report  for  the  fiscal 
year  ended  June  30,  1949,  the  text  of  which  follows. 

(2)  One  report  substantially  identical  with  the  above,  supplemented  by  de- 
tailed exhibits  and  an  appendix  containing  a digest  of  changes  in  the 
laws  affecting  the  Treasurer.  Copies  of  this  report  were  distributed  to 
City  and  County  Officials,  the  Grand  Jury,  the  press  and  to  certified 
public  accounting  firms  engaged  this  year  by  the  City  and  County  of 
San  Francisco. 


Authority 

The  Treasurer’s  office  is  conducted  under  the  provisions  of  the  General  Laws 
of  the  State  of  California,  the  City  and  County  Charter,  and  ordinances  and 
resolutions  of  the  Board  of  Supervisors. 

Laws  governing  the  operation  of  the  Treasurer’s  office  are  outlined  in  pre- 
vious annual  audit  reports.  Changes  and  additions  thereto  during  the  fiscal 
year  1948-1949  are  included  in  the  report  with  exhibits  attached. 

Annual  or  continuing  ordinances  pertaining  to  financial  transactions  in 
connection  with  the  operation  of  the  office  during  the  fiscal  year  1948-1949 
are  cited  as  follows : 


March  14, 1932 
May  20,  1941 
April  8,  1946 
June  7, 1948 
July  21, 1948 
April  10,  1949 


37  5023 
1233  1184 
3996  3756 
5302  5023 
5280  5024 
5216*  4915 


Payroll  Procedure 
Fiscal  Agent  — New  York 
Bond  Ordinance  (Treasurer) 
Annual  Appropriation  Ordinance 
Annual  Salary  Ordinance 
Bond  Ordinance  (Employee) 


June  12,1942  Resolution  2666  U.  S.  Savings  Bonds  (Payroll  Allot.*) 

June  8,  1944  Resolution  3786  U.  S.  Savings  Bonds  Sales  Funds 


Municipal  Code,  Part  1,  Sec.  103  to  124,  Purchasing  Procedure. 


Scope  of  Examination 

An  examination  was  made  of  the  accounts  and  records  maintained  by  the 
Treasurer.  Physical  inspection  and  count  of  moneys  and  securities  in  connec- 
tion therewith  were  made,  as  hereinafter  reported.  In  view  of  the  existing 
method  of  internal  check  maintained  in  the  Treasurer’s  office  and  the  method 
of  internal  check  and  continuous  audit  of  receipts  and  disbursements  main- 
tained by  the  Controller,  a detailed  audit  of  receipts  and  disbursements  was 
not  included  within  the  scope  of  this  examination. 

Cash  on  hand  June  30,  1949,  was  verified  by  count.  Cash  confirmed  to  be  on 
deposit  in  banks  was  reconciled  with  the  Treasurer’s  records.  The  total  cash 
was  reconciled  with  the  Controller’s  records. 

Securities  and  other  assets  in  the  custody  of  the  Treasurer  June  30,  1949, 
were  examined,  counted,  and  verified  as  to  statutory  requirements. 

Revenues  and  expenditures  in  connection  with  the  operation  of  the  Treas- 
urer’s office  were  reviewed  and  compared  with  the  Controller’s  records. 

The  Treasurer’s  office  is  the  depositary  of  funds  of  the  Islais  Creek  Reclama- 
tion District.  An  examination  of  the  accounts  and  records  of  the  Islais  Creek 
Reclamation  District  was  not  included  within  the  scope  of  this  assignment. 

Cash  — $87,899,906.96  (Exhibit  A) : 

Cash  on  hand,  cash  in  banks,  and  other  cash  items  were  verified  at  the  close 
of  business  June  30,  1949.  The  total  cash  verified  agreed  with  the  amount 
charged  to  the  Treasurer  by  the  Controller  on  that  date,  as  indicated  in  the 
following  summary : 


Cash  on  hand : 

Coin  and  Currency 

Checks  on  hand  for  deposit. 
Controller’s  Warrants 


..$  410,954.68 

295,335.28 

402,467.80  $ 1,108,757.76 


Cash  in  banks: 


Active  Accounts $42,501,268.27 

Inactive  Accounts 43,895,000.00  86,396,268.27 


U.  S.  Bonds: 

Bail  Deposits : 105,100.00 

Total  Cash  and  Cash  Items  Verified  — June  30,  1949 $87,610,126.03 

Cash  and  cash  items  received  after  June  30, 1949, 

and  applied  to  the  fiscal  year  1948-1949 289,780.93 

Total  Cash  and  Cash  Items  — as  at  June  30,  1949 $87,899,906.96 

Total  per  Controller’s  Records  — as  at  June  30,  1949 $87,899,906.96 
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Consisting  of : 


Current  Funds : 

General  City $26,726,747.27 

Public  Service  Enterprises 6,665,971.47 

General  City  - - Bond  Interest  Funds 31,094.00 

Public  Service  Enterprises  — 

Bond  Interest  Funds 1,067,420.00 

General  City  — Bond  Redemption  Funds 5,000.00 

Public  Service  Enterprises  - 

Bond  Redemption  Funds 2,177,000.00 


Total  Current  Funds 


$36,673,232.74 


Capital  Funds : 

General  City  Funds $24,377,693.76 

Public  Service  Enterprises 16,384,001.73 


Total  Capital  Funds 

Special  and  Trust  Funds : 

Private  Trust  Funds $ 1,683,563.83 

Public  Trust  Funds 8,145,005.32 

Assessment  and  Redemption  Funds 12,343.55 

Other  Special  and  Trust  Funds 624,066.03 


$40,761,695.49 


Total  Special  and  Trust  Funds $10,464,978.73 

Total $87,899,906.96 


Reconciliation  of  the  Controller’s  available  cash  as  at  June  30,  1949,  and  the 
Treasurer’s  balance  of  cash  on  hand  on  that  date  is  as  follows: 


Per  Controller’s  Ledger  Balance: 

Available  Cash $81,211,957.83 

Outstanding  Items 6,687,949.13 

Treasurer’s  Cash  on  Hand  — June  30,  1949 $87,899,906.96 


According  to  the  records  of  the  Controller’s  Division  of  Accounts  and  Re- 
ports, the  outstanding  items  indicated  above  consist  of : 

Matured  and  Unpaid 

Warrants 

Coupons  Bonds  Payable  Total 


General  City $13,019.00  $ 5,000.00  $4,873,107.00 

Public  Service 

Enterprises  73,083.75  177,000.00  1,546,739.38 


Total $86,102.75  $182,000.00  $6,419,846.38 


$4,891,126.00 

1,796,823.13 

$6,687,949.13 


Coin  and  Currency  — $410,954.68 

Coin  and  currency  in  the  above  amount  were  verified  by  count. 


Checks  on  Hand  for  Deposit  — $295,335.28 

Examination  indicated  all  checks  on  hand  were  of  current  date  and  ap- 
peared to  have  been  received  in  the  usual  order  of  business  during  the  day. 
Checks  in  the  amount  reflected  above  were  deposited  on  the  next  business  day 
in  the  Bank  of  America  as  evidenced  by  deposit  receipts  on  file. 
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Controller’s  Warrants  — $402,467.80 

The  above  represents  warrants  drawn  by  the  Controller  on  various  depart- 
mental funds  for  employees’  contributions  to  the  Retirement  System.  The 
warrants  were  deposited  with  the  Treasurer  June  30,  1949,  and  cleared  to  the 
Controller  on  the  next  business  day. 


Cash  in  Banks  — $86,396,268.27 

Cash  on  deposit  in  banks  at  the  close  of  business  June  30,  1949,  is  sum- 
marized as  follows : 


American  Trust  Co $ 4,000,000.00  $ 4,007,851.07  $ 8,007,851.07  9.26% 

Anglo  California 

National  Bank 7,375,000.00  7,374,900.29  14,749,900.29  17.07% 

Bank  of  America 26,120,000.00  25,515,879.05  51,635,879.05  59.76% 

Bank  of  Canton 400,000.00  400,000.00  800,000.00  .92% 

Bank  of  Montreal 500,000.00  500,000.00  1,000,000.00  1.15% 

Canadian  Bank 

of  Commerce 500,000.00  800,000.00  1,300,000.00  1.50% 

Crocker  First 

National  Bank 500,000.00  999,873.60  1,499,873.60  1.73% 

Pacific  National  Bank..  500,000.00  500,000.00  1,000,000.00  1.15% 

Wells  Fargo  Bank  & 

Union  Trust  Co 4,000,000.00  2,402,764.26  6,402,764.26  7.46% 


Total  in  Banks....$43, 895, 000.00  $42,501,268.27  $86,396,268.27  100.00% 


Resolution  No.  3469  of  the  Board  of  Supervisors,  adopted  August  16,  1937, 
authorized  the  Treasurer  to  enter  into  the  necessary  agreements  as  required 
by  law  for  the  deposit  of  funds  under  his  jurisdiction  and  to  determine  the 
amounts  that  shall  be  deposited  in  either  active  or  inactive  accounts. 

General  Laws,  Act  2834a,  Section  1,  County  Fund  Deposit  Law,  reads  in 
part  as  follows : 

“.  . . That  such  deposit  shall  not  exceed  the  paid-up  capital  ex- 
clusive of  reserve  and  surplus  of  any  depositary  bank.” 

The  amounts  deposited  in  the  several  banks  are  within  this  limitation. 

All  funds  on  deposit  in  banks  are  covered  by  collateral  securities  as  re- 
quired by  General  Law  Act  2834a. 

Cash  confirmed  direct  as  on  deposit  in  banks  at  the  close  of  business  June  30, 
1949,  was  reconciled  with  the  Treasurer’s  ledger  balances.  Exhibit  A-l  of 
report  with  exhibits  attached,  indicates  the  balances  of  each  account  per  bank 
confirmation,  as  at  June  30,  1949,  and  its  status  with  respect  to  the  General 
Laws  Act  2834a. 


Cash  on  deposit  in  banks  in  inactive  accounts  at  the  close  of  business  June 
30,  1949,  was  further  evidenced  by  Certificates  of  Deposits  on  hand  with  the 
Treasurer  as  follows : 


135  1/  1/49 

136  1/  1/49 

131  1/  1/49 

126  10/15/48 

143  4/  1/49 

133  1/  1/49 

134  1/  1/49 

138  1/  1/49 

132  1/  1/49 

145  6/25/49 

144  6/25/49 

124  10/  4/48 

130  12/  9/48 

140  2/  1/49 

141  2/  7/49 

142  3/16/49 

139  2/14/49 


Anglo  Calif.  National  Bank..$  6,625,000.00 
Anglo  Calif.  National  Bank..  750,000.00  1% 

American  Trust  Company....  4,000,000.00  1% 

Bank  of  America 5,000,000.00 

Bank  of  America 5,000,000.00  1%% 

Bank  of  America 750,000.00  1% 

Bank  of  America 70,000.00  1% 

Bank  of  America 6,500,000.00 

Bank  of  America 8,800,000.00 

Bank  of  Canton 200,000.00 

Bank  of  Canton 200,000.00 

Bank  of  Montreal 500,000.00 

Canadian  Bank  Commerce...  500,000.00 

Crocker  First  Nat’l  Bank 250,000.00 

Crocker  First  Nat’l  Bank 250,000.00 

Pacific  National  Bank 500,000.00  % of  1% 

Wells  Fargo  Bank  & Un.  Tr..  4,000,000.00  1% 

Total $43,895,000.00 


The  deposit  agreements  and  the  securities  deposited  thereunder  were  ap- 
proved by  the  City  Attorney  and  Treasurer,  in  accordance  with  General  Laws, 
Act  2834a,  as  amended. 

In  reconciling  the  bank  statements  with  the  Treasurer’s  records,  it  was 
noted  that  the  following  check  drawn  by  the  Treasurer  on  the  Bank  of 
America  was  outstanding  at  the  date  of  the  cash  count. 

Check  No.  Date  Payee  Amount 

32652  December  20,  1944  Harry  Ballard  $50.00 

According  to  the  Treasurer,  the  check  was  issued  to  cover  a refund  of 
Municipal  Court  bail  (Controller’s  No.  43833).  From  information  received, 
Mr.  Ballard  was  a Marine  in  the  last  war  and  was  last  reported  in  the  Pacific. 

The  Treasurer  in  a letter  dated  September  21,  1949,  requested  the  City 
Attorney  to  render  an  opinion  as  to  the  proper  disposition  of  this  check. 

U.  S.  Bonds  (Bail  Deposits)  $105,100.00 

U.  S.  bonds  having  a par  value  of  $105,100.00  represent  deposits  with  the 
County  Clerk  and  Municipal  Court  as  bail.  The  bonds  on  hand  at  the  date  of 
the  cash  count  agreed  with  the  amount  charged  to  the  Treasurer  by  the  Con-  1 
troller  as  indicated  in  the  Controller’s  records. 

Cash  Received  after  June  30, 1949,  applied  to  1948-1949  — $289,780.93 

This  amount  represents  collections  made  by  various  city  and  county  depart-  1 
ments  pertaining  to  transactions  prior  to  the  close  of  business  June  30,  1949, 
and  deposited  with  the  Treasurer  July  1,  2 and  5,  1949. 

Securities  $166,515,801.50  Par  Value  (Exhibit  A) 

Securities  in  the  custody  of  the  Treasurer  were  examined  and  verifications  A 
made  as  hereinafter  reported.  All  securities,  except  collateral  securities  ' 
deposited  by  banks,  and  discussed  hereinafter,  are  held  in  the  joint  custody 
vault  of  the  Treasurer  and  Controller.  The  total  par  value  of  securities  with  ! 
which  the  Treasurer  was  chargeable  as  at  June  30,  1949,  is  indicated  in  the 
following  summary. 
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Securities  charged  to  the  Treasurer  by  the  Controller : 
Bonds  Par  Value 


Employees’  Retirement  System $ 65,571,025.00 

Bequest  and  Trust  Funds 378,000.00 

Deposits  on  Leases 107,750.00 


? 


66,134,740.98 

379,203.13 

107,750.00 


Corporate 


Stock 


Bequest  Funds 

Deposits  on  Leases. 


26.50  2,094.25 

6,000.00  6,000.00 


Total  Securities  Charged  to  the 

Treasurer  by  the  Controller $ 66,062,801.50  $ 66,629,788.36 


Securities  not  charged  to  the  Treasurer  by  the  Controller: 

Par  Value  Market  Value 

Collateral  Securities 

Deposited  by  Banks  — Bonds $100,453,000.00  $104,353,515.38 


Total  Securities  accounted  for  by  the 

Treasurer  — June  30,  1949 $166,515,801.50  $170,983,303.74 


Employees’  Retirement  System  Bonds  — Par  Value  $65,571,025.00 

Verification  by  physical  inspection  was  made  as  at  June  30, 1949,  in  conjunc- 
tion with  representatives  of  Joseph  Froggatt  & Co.,  Inc.,  engaged  for  this 
year’s  audit  of  the  Employees’  Retirement  System.  A detailed  list  of  securities 
examined  showing  total  par  value  of  $65,571,025.00,  is  in  the  work  papers  cov- 
ering this  audit. 

Pursuant  to  the  Controller’s  instructions  dated  August  15,  1940,  bonds  and 
coupons  maturing  during  the  fiscal  year  were  examined  and  checked  by  the 
Controller’s  Division  of  Accounts  and  Reports  and  released  to  the  Treasurer 
for  collection.  Reports  reflecting  monthly  collections  were  prepared  by  the 
Controller’s  Division  of  Accounts  and  Reports  and  transmitted  to  the  Em- 
ployees’ Retirement  Board,  as  requested  in  memorandum  dated  August  8, 
1933,  from  Mr.  Ralph  Nelson,  then  Secretary- Actuary. 

The  par  value  of  bonds  totaling  $65,571,025.00,  as  at  June  30,  1949,  was  con- 
firmed from  the  Controller’s  records  and  schedule  submitted  by  the  Em- 
ployees’ Retirement  Board. 

Accountability  for  securities  as  at  June  30, 1949,  was  established  as  follows: 


Par  value  of  securities  in  joint  custody  vault  June  30,  1949, 

counted  and  examined $65,568,675.00 

Securities  maturing  July  1,  1949,  removed  from  the  joint 
custody  vault  prior  to  June  30,  1949,  for  collection.  (Col- 
lection and  deposit  with  the  Treasurer  was  verified  from 
the  Controller’s  records) 2,350.00 


Total  par  value  bonds  accounted  for $65,571,025.00 


Total  par  value  per  Retirement 

System’s  records,  June  30,  1949 $65,571,025.00 


Transactions  during  the  fiscal  year,  summarized  from  the  Controller’s 
records,  are  as  follows : 

Par  Value  Bonds: 

On  hand  July  1,  1948,  per  Annual  Audit  Report $56,502,112.50 

Purchased  during  the  fiscal  year  1948-1949 12,083,000.00 


$68,585,112.50 

Less:  Sold,  Called  or  Matured  during  the  year 3,014,087.50 


Par  value  on  hand  June  30, 1949, 

per  Retirement  System’s  Records $65,571,025.00 


Bequest  and  Trust  Funds  — Par  Value  Bonds  $378,000.00 

Bonds  having  a par  value  of  $378,000.00,  together  with  unmatured  coupons 
attached  thereto,  were  examined  and  verified  by  reference  to  the  balances  as 
shown  by  the  Controller’s  records.  Except  for  interest  collections  on  matured 
coupons,  no  transactions  were  made  affecting  the  funds  during  the  fiscal  year. 

The  collection  of  interest  on  bequest  and  trust  fund  investment  bonds  is 
verified  monthly  by  the  Division  of  Accounts  and  Reports  of  the  Controller’s 
office  and  verification  was  not  duplicated  for  this  examination. 

Bequest  Funds  — Corporate  Stock  — Par  Value  $26.50 

Corporate  Stock  par  value  $26.50,  and  having  a book  value  of  $94.25,  repre- 
senting a part  of  the  assets  of  the  August  Brunetti  Bequest;  and  corporate 
stock  with  no  par  value,  book  value  $2,000.00,  representing  the  Llewella  F. 
Lewis  Bequest,  were  examined  and  verified  in  amount  with  the  Controller’s 
records.  Controller’s  General  Ledger  records  indicate  receipt  of  dividends  in 
amount  of  $168.10  on  the  above  Bequest  Fund  Corporate  Stocks. 

Deposits  on  Leases  — Par  Value  $107,750.00  and  $6,000.00 

U.  S.  Treasury  Bonds  with  a par  value  of  $107,750.00  and  Common  Stock 
having  a par  value  of  $6,000.00  represents  deposits  held  by  the  Treasurer  as 
security  on  leases  of  City  and  County  property. 

Collateral  Securities  — Par  Value  $100,453,000.00 

Collateral  securities  are  filed  in  the  Treasurer’s  vault  in  metal  boxes  accord- 
ing to  bank  accounts  which  they  represent.  The  $100,453,000.00  represents  the 
par  value  of  bonds  submitted  by  the  several  depositaries  and  held  by  the 
Treasurer  as  collateral,  pursuant  to  provisions  of  Act  2834a,  Section  4,  Gen- 
eral Laws.  All  bonds  and  coupons  attached  thereto  were  examined.  Schedules 
thereof  were  confirmed  direct  to  the  Controller  by  the  several  depositaries. 

All  bonds  on  hand  conform  to  the  requirements  of  Act  2834a,  General  Laws, 
as  amended.  Section  4 and  5 of  this  act  are  quoted  in  part  as  follows : 

“.  . . securities  shall  be  approved  by  the  treasurer  and  attorney 
. . . municipal  corporation  to  an  amount  in  market  value  at 
least  ten  per  cent  in  excess  of  the  amount  of  the  deposit  with 
such  bank  or  banks,  . . . Such  security  or  any  part  thereof,  may 
be  withdrawn  or  released  on  written  consent  of  such  treasurer, 
and  the  attorney  . . of  the  municipal  corporation.” 

The  market  value  of  collateral  was  more  than  10  % in  excess  of  the  amount 
of  each  deposit,  as  indicated  on  Exhibit  A-l  of  report  with  exhibits  attached, 
and  summarized  as  follows: 

Bank  Balances : 

Treasurer’s  bank  balance $ 86,396,268.27 

Items  in  transit 155,118.73 


Balance  per  banks. $ 86,551,387.00 


Collateral  Securities : 

Par  value $100,453,000.00 


Market  value $104,353,515.38 


The  individual  bank  balances  and  collateral  securities  as  at  June  30,  1949, 
are  shown  on  Exhibit  A-l  of  report  with  exhibits  attached. 

Agreements  pertaining  to  the  deposit  of  public  funds  and  written  consents 
for  the  release  or  exchange  of  securities  were  approved  by  the  Treasurer  and 
City  Attorney.  Examination  of  active  deposit  agreements,  in  many  instances, 
reflect  the  absence  of  the  bank’s  corporate  seal  on  agreements  and  resolutions 
attached  thereto.  Reference  is  made  to  opinion  dated  September  21,  1948,  by 
N.  A.  Blichfeldt,  Attorney  for  Controller,  which  reads  in  part: 

‘‘Every  corporation  may:  (b)  Adopt,  use,  and  at  will  alter,  a 
corporate  seal,  but  failure  to  affix  a seal  does  not  affect  the 
validity  of  any  instrument  . . .” 


Authorized  City  and  County  Bonds  (Unissued)  — $114,465,000.00 

The  following  bonds  were  authorized  by  the  voters  at  elections  held  on  dates 
indicated.  Transactions  since  the  date  of  authorization  are  summarized  as 
follows : 


94  8°  1949 


Authorized  November  7, 1944 : 

Juvenile  Home  and  Court  Bonds..  . $ 1,100,000* 


Authorized  November  6, 1945: 

Airport  Bonds 20,000,000 

Authorized  November  4, 1947 : 

Street  Improvement  Bond 22,850,000 

Municipal  Ry.  Rehabilitation 20,000,000 

Hetch  Hetchy  Water  Bond 25,000,000 

Market  St.  Ry.  Refinancing 2,200,000 

Recreation  Bond 12,000,000 

Off-Street  Parking 5,000,000 

Authorized  June  1, 1948: 

Juvenile  Court  and 

Detention  Home 2,750,000 

Sewage  Treatment  Bond 15,000,000 

Authorized  November  1, 1948 : 

Schools 48,890,000 


$17,500,000 

3,000,000 

6.500.000 

7.500.000 

1.950.000 


8.400.000 

3.200.000 

2^350^000 

1.825.000 
7,000,000 


$ 2,500,C 

19, 850, C 
5,100,C 
14, 300, C 
250, C 
9,650,C 
5,000,C 


925, C 
15, 000, C 

41, 890, C 


$174,790,000  $36,450,000  $23,875,000  $114,465,0 


*Bonds  in  the  amount  of  $1,250,000  were  authorized  for  this  issue  at  election  of  Nove: 
ber  7,  1944,  but  construction  was  delayed,  and  the  sale  of  bonds  postponed.  Bond  intert 
and  redemption  in  the  amount  of  $150,000  was  appropriated  for  the  fiscal  year  1946- 19' 
Bill  No.  4235,  Ordinance  No.  3992,  approved  August  21,  1946,  was  passed  cancelli: 
$150,000  of  bonds,  and  appropriated  the  sum  of  $150,000  to  the  credit  of  the  1944  Juven 
Home  and  Court  Bond  Fund.  The  $150,000  in  bonds  were  never  printed. 

Unissued  bonds  in  the  amount  of  $114,465,000.00  reflected  above  are  not 
charged  to  the  Treasurer  but  are  reflected  on  the  funding  general  ledger  of 
the  Controller,  in  Account  4785  — Unsold  Bonds  — Face  Value. 

It  is  the  practice  of  the  Treasurer  to  order  the  printing  of  bonds  only  when 
a sale  has  been  authorized  by  the  Board  of  Supervisors.  No  evidence  was  found 
that  the  Treasurer  deviated  from  his  usual  practice  in  respect  to  bonds  of  the 
above  issues. 

Fiscal  Agent  — New  York 

Bill  No.  1233,  Ordinance  No.  1184,  approved  May  20,  1941,  designates  the 
National  City  Bank  of  New  York  as  the  Fiscal  Agent  of  the  City  and  County 
of  San  Francisco  for  the  purpose  of  providing  payment  in  the  City  of  New 
York  of  the  principal  and  interest  due  on  bonds  issued  by  the  City  and  County 
of  San  Francisco,  and  provides  for  the  rates  of  compensation  of  said  fiscal 
agent. 

Transactions  reported  by  the  Fiscal  Agent  during  the  fiscal  year  1948-1949 
were  reviewed.  Bonds  and  coupons  paid  by  the  Fiscal  Agent  were  verified 
against  the  Controller’s  records  and  confirmed  direct  to  this  office  by  the 
National  City  Bank.  Compensation  of  $8,350.09  paid  the  National  City  Bank 
was  verified  as  being  properly  computed,  and  consisted  of: 

Compensation 

Par  Value  Rate  Amount 


Bonds  $4,783,300.00  1/20  of  1%  $2,391.65 

Coupons  (148,961)  2,540,372.50  4c  Each  5,958.44 


United  States  Savings  Bonds 

The  purchase  of  United  States  Savings  Bonds  by  City  and  County  employees 
under  the  payroll  allotment  plan  was  authorized  by  the  Board  of  Supervisors 
by  Resolution  No.  2666,  adopted  June  1,  1942.  In  addition,  bonds  were  pur- 
chased for  employees  upon  the  deposit  of  the  full  bond  purchase  price,  as 
authorized  by  Resolution  No.  3786,  adopted  January  17,  1944. 

The  total  bonds  purchased  by  the  Treasurer  for  City  and  County  employees 
is  shown  in  the  following  summary : 

Issue  Values 


Purchases  Total  "E”  Bonds  Others 


Prior  to  July  1,  1948 $4,015,491.50 

Fiscal  Year  ended  June  30,  1949 506,550.00 


$3,936,093.00 

506,550.00 


Total  to  June  30,  1949 $4,522,041.50 


$4,442,643.00  $79,398.50 


The  $506,550.00  of  bonds  purchased  by  the  Treasurer  during  the  fiscal  year 
was  reconciled  with  the  Controller’s  records,  and  exceeds  the  total  bonds  of 
$452,062.50  purchased  for  1947-1948.  There  were  no  United  States  Savings 
Bonds  on  hand  with  the  Treasurer  at  the  close  of  business  June  30,  1949,  nor 
were  any  charged  to  the  Treasurer  by  the  Controller  on  that  date.  However, 
the  amount  of  accumulated  cash  on  hand  with  the  Treasurer  for  the  purchase 
of  bonds  for  future  delivery  amounted  to  $31,608.33. 

Revenues  and  Expenditures 

Revenue  and  expenditures  of  the  Treasurer’s  oflice  for  the  fiscal  year  under 
review  are  compared  with  the  preceding  fiscal  year  as  follows : 

1948-49  1947-48 

Revenues  ( derived  through  the  operation  of 


the  Treasurer’s  office) $333,590.09  $96,793.97 

Expenditures  and  Encumbrances 84,142.58  76,410.55 

Excess  of  Revenues  over  Expenditures $249,447.51  $20,383.42 


A detailed  five-year  comparative  statement  of  revenues  and  expenditures 
is  reflected  on  Exhibit  B of  report  with  exhibits  attached. 

Revenues  — $333,590.09 

Operating  revenues  collected  by  the  Treasurer  during  the  fiscal  year  1948- 
1949,  as  compared  with  those  of  the  preceding  year,  are  summarized  from  the 
Controller’s  records  as  follows: 

1948-1949  1947-1948 


Interest  earned  on  inactive  bank 

deposits  of  General  Funds $305,674.64  $74,723.50 

Commissions  on  Inheritance  Tax  collections 27,656.95  22,013.50 

Duplicate  “Inheritance  Tax  Receipt”  fees 52.50  30.00 

Conscience  Money 206.00  26.97 


Total $333,590.09  $96,793.97 


Interest  Earned  on  Deposit  of  General  Funds  — $305,674.64 

With  respect  to  interest  earned  on  Treasurer’s  inactive  deposits,  the  follow- 
ing authority  is  quoted: 

City,  City  and  County,  Municipal  Corporations  and  Other  Subdivisions 
Deposit  Act  (Statutes  1933,  Ch.  189)  reads: 

“.  . . interest  on  all  moneys  deposited  as  herein  provided  for 
shall  belong  to  and  shall  be  paid  quarterly  into  the  general  fund 
of  the  county,  city  and  county,  ...  by  the  officer  making  such 
deposit,  except  where  the  law  otherwise  directs.” 
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Charter  Section  82 : Receipts,  Custody  and  Deposit  of  Funds,  reads : 

“All  interest  on  moneys  so  deposited  shall  accrue  to  the  benefit  of 
the  city  and  county,  except  that  interest  derived  from  the  deposit 
of  any  bond,  utility,  pension,  trust  or  other  funds  created  for  a 
special  purpose  shall  accrue  to  such  fund.  Public  moneys,  other 
than  that  of  the  city  and  county,  coming  into  the  hands  of  the 
treasurer  shall  be  kept  as  provided  by  law.  ( The  deposit  of  public 
moneys  are  regulated  by  the  State  Legislature)  (Section  16%, 
Article  XI,  of  the  State  Constitution).” 

The  Annual  Appropriation  Ordinance  for  1948-1949  estimated  interest  rev- 
enue for  the  General  Fund  in  the  amount  of  $140,000.00;  the  amount  of 
$7,500.00  for  the  San  Francisco  Water  Department;  and  an  amount  of 
$25,000.00  is  included  as  “Other”  in  the  Municipal  Railway  Operating  Fund, 
which  the  Controller’s  Division  of  Utility  Audits  advised  included  $8,000.00 
of  interest. 

Bank  interest  of  $331,666.20  earned  on  all  Treasurer’s  inactive  deposits  dur- 
ing the  fiscal  year  was  computed  and  verified  in  amount  with  deposits  of 
interest  as  reflected  by  the  Controller’s  records.  The  total  of  $305,674.64, 
credited  to  the  General  Fund,  is  reflected  in  the  following  comparative  sum- 
mary of  total  interest  earned  on  all  funds. 


1947-1948  Incr 


Total  Unapportioned  Bank  Interest... 

Water  Operating  Funds 

Islais  Creek  Reclamation  District 

Total  for  the  Fiscal  Year 

Less:  Prior  Year’s  Earnings 

Add:  Prior  Year’s  Earnings 

Adjusted  Interest  Earnings 


291.86% 

39.67% 

39.68% 


...$331,666.20  $91,539.68  262.31% 


The  above  total  unapportioned  interest  of  $318,427.18  was  earned  on  various 
balances  which  were  not  specifically  identifiable  as  to  source  of  City  and 
County  Funds;  and  was  distributed  to  the  General  Fund  and  the  Municipal 
Railway  on  a pro  rata  of  average  quarterly  balances,  as  computed  by  the 
Treasurer’s  office. 

The  $13,094.14  credited  to  the  Water  Operating  Fund  was  earned  by  two 
accounts  maintained  specifically  in  the  name  of  the  San  Francisco  Water 
Department. 

The  $611.07  credited  to  the  Islais  Creek  Reclamation  District  was  earned 
on  a specific  account  maintained  therefor  in  the  Bank  of  America. 

Interest  received  during  the  fiscal  year  on  average  daily  deposits  was  earned 
at  the  following  rates : 


$ 14,023.98  @ 1 Vs  % 

226,210.40  @ 1% 

86,438.68  @ % of  1% 

4,993.14  @ % % 

$331,666.20  Total  Interest  Received 


An  account  was  opened  with  the  Bank  of  America  on  April  1,  1949,  under 
Deposit  Agreement  No.  284,  for  $5,000,000.00.  This  amount  earned  $14,023.98 
in  interest  from  April  1,  1949,  to  June  30,  1949,  at  the  rate  of  1%  %. 
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During  the  fiscal  year,  the  depositaries  increased  their  rates  of  interest  on 
inactive  deposits  from  % of  1%  to  1%,  as  follows: 

Effective  January,  1949: 

Bank  of  America,  Anglo  California  National  Bank  and 
American  Trust  Company. 

Effective  February,  1949: 

Crocker  First  National  Bank  and 

Wells  Fargo  Bank  and  Union  Trust  Company. 

Effective  June,  1949: 

Bank  of  Canton. 

The  Pacific  National  Bank  paid  interest  at  the  rate  of  % of  1%  throughout 
the  year. 

Two  Canadian  banks,  Canadian  Bank  of  Commerce  and  Bank  of  Montreal, 
paid  interest  in  the  amount  of  $4,993.14,  at  the  rate  of  % of  1%  throughout 
the  year,  on  a total  combined  deposit  of  $1,000,000.00. 

The  total  funds  on  deposit  in  banks  June  30,  1949,  subject  to  interest, 
amounted  to  $43,895,000.00,  as  compared  to  $24,170,000.00  on  June  30,  1948. 

Inactive  deposits  in  banks,  scheduled  heretofore  in  the  amount  of  $43,895,- 
000.00,  represents  50.80%  of  the  total  deposits  in  banks  amounting  to  $86,- 
396,268.27  which  was  drawing  interest  as  at  June  30,  1949. 


Commissions  on  Inheritance  Tax  Collections  — $27,656.95 

The  California  Inheritance  Tax  Act,  (Revenue  and  Taxation  Code  Section 
14797)  reads  in  part  as  follows: 

“The  maximum  commissions  that  may  be  retained  by  the  county 
treasurer  out  of  the  total  inheritance  taxes  paid  to  and  accounted 
for  by  him  in  any  one  calendar  year  is  as  follows : 

(b)  By  county  treasurer  of  a county  of  the  second  class, 

$25,000.00. 

Commissions  of  $27,656.95  were  retained  by  the  Treasurer  for  the  fiscal 
year  1948-1949,  and  credited  to  the  General  Fund  of  the  City  and  County  of 
San  Francisco,  as  compared  with  commissions  of  $22,013.50  for  the  preceding 
year. 

The  records  maintained  by  the  Treasurer  for  Inheritance  Tax  purposes 
require  the  use  of  State  controlled  pre-numbered  forms,  and  are  subject  to 
period  settlement  (every  two  months),  and  to  detailed  audits  thereof  by  the 
State  Controller’s  office;  and  therefore  a detailed  audit  was  not  duplicated. 
However,  Inheritance  Tax  Collections  recorded  on  the  Treasurer’s  records  in 
the  total  of  $4,197,258.83,  as  hereinafter  detailed,  were  verified  against  de- 
posits shown  on  the  Controller’s  records  for  the  same  period;  and  commissions 
of  $27,656.95  were  confirmed  directly  with  the  Controller  of  the  State  of 
California. 

The  inheritance  tax  commissions  of  $27,656.95,  earned  during  1948-1949,  are 
summarized  by  settlements,  as  follows: 


June-July  . 
Aug.-Sept. 
Oct.-Nov.  . 
Dec. -Jan.  . 
Feb. -Mar. 
Apr.-May  . 


.$  472,772.43 
461,114.94 
686,558.68 
. 503,035.54 

. 1,478,883.03 
594,894.21 


$ 16,143.03 
2,729.49 
2,091.76 
19,469.99 
11,233.17 
79,327.31 


$ 3,406.71 
3,406.52 
2,610.30 
3,274.25 
2,540.95 
2,518.10 


$ 4,531.37 
4,183.18 


8,134.85 

4,947.59 

5,859.96 


448,691.32 

450,795.75 

681,856.62 

472,156.45 

,460,161.32 

507,188.84 


Total $4,197,258.83  $130,994.75  $17,756.83  $27,656.95  $4,020,850.30 


Duplicate  “Inheritance  Tax  Receipts”  fees  — $52.50 

A fifty-cent  fee  is  charged  by  the  Treasurer  for  issuing  duplicate  receipts 
for  inheritance  tax  as  prescribed  by  Section  No.  14144  of  the  Revenue  and 
Taxation  Code.  The  collection  and  deposit  of  this  fee  is  subject  to  the  Con- 
troller’s prescribed  revenue  procedure,  and  is  currently  audited  by  the  Con- 
troller’s General  Office.  Deposit  of  fees  to  general  fund  was  verified  against 
the  Controller’s  records. 


Conscience  Money  — $206.00 

This  amount  represents  remittances  deposited  with  the  Treasurer  as  con- 
science money  from  unidentified  sources. 


Expenditures  — $84,142.58 

Exhibit  B of  report  with  exhibits  attached,  reflects  a comparison  of  expendi- 
tures and  encumbrances  of  the  Treasurer’s  office  for  the  fiscal  year  1948-1949 
and  four  prior  fiscal  years. 

Expenditures  and  encumbranecs  from  appropriations  to  the  Treasurer’s 
office  for  the  fiscal  year  1948-1949  are  summarized  from  the  Controller’s 
records  as  follows : 

Budgeted  Expenditures 

Appropriations  Direct  Appropriations  Appropriations  and 

to  Department  1948-1949 


Permanent  Salaries $78,575.00 

Allowance  for  Overtime 250.00 

Contractual  Services 9,276.00 

Materials  and  Supplies 2,000.00 

Equipment  1 1,990.00 

Services  of  Other  Departments 1,200.00 

Leaves  and  Replacements 

Fiscal  Agent  — New  York 


as  Modified  Encumbrances 


$69,838.53 

250.00 

1.046.00 

2.100.00 

1.790.00 

1.200.00 

600.00 
8,330.00 


$69,535.53* 

249.09 

850.46 

2,005.52 

1,737.68 

711.35 

600.00 

8,330.00 


gh  the  Purchaser 


Telephone  and  Telegraph 175.00 

Total Mm $93,466.00 


175.00  122.95 

$85,329.53  $84,142.58 


*The  Treasurer’s  Appropriation  Account  showed  expenditures  for  Perma- 
nent Salaries  in  the  amount  of  $70,261.33  as  compared  with  the  amount  of 
$69,535.53  as  shown  by  the  Controller’s  records.  The  difference,  $725.80,  repre- 
sents the  estimated  time  spent  by  the  Treasurer’s  employees  in  doing  work  in 
connection  with  State  Aid. 


Permanent  Salaries  — $69,535.53 

The  1948-1949  Salary  Ordinance,  Bill  No.  5280,  Ordinance  No.  5024,  Section 
8,  provides  for  employments  in  the  Treasurer’s  office  at  rates  for  a 40-hour 
week  basis,  not  exceeding  the  following: 


Employ- 


Class 


1 Z7  Treasurer $900 

1 B10  Accountant  340-  410 

1 B14  Senior  Accountant 420-  500 

3 B102  Teller  250-  310 

4 B104  Senior  Teller 310-  370 

2 B108  Cashier  “A” 420-  500 

4 B222  General  Clerk 200-  250 

1 B234  Head  Clerk 310-  370 

1 B408  General  Clerk-Stenographer 200-  250 


Elective 
Civil  Service 
Civil  Service 
Civil  Service 
Civil  Service 
Civil  Service 
Civil  Service 
Civil  Service 
Civil  Service 


Review  of  the  department’s  timerolls  for  the  period  ended  June  30,  1949, 
indicated  that  employments  reported  thereon  did  not  exceed  the  number  and 
amount  provided  for  each  classification  by  the  Annual  Salary  Ordinance.  A 
survey  and  examination  of  the  Payroll  Procedures  in  all  General  City  depart- 
ments is  in  progress  and  a separate  report  is  contemplated  for  each  depart- 
ment 


Other  Expenditures  — $14,607.05 

Expenditures  made  from  other  appropriations  in  the  amount  reflected  above 
for  the  operation  of  the  Treasurer’s  office  during  the  fiscal  year  1948-1949 
were  audited  currently  by  the  Controller’s  General  Office,  and  such  audit  was 
not  duplicated  in  this  examination. 

Examination  by  test  check  of  expenditure  vouchers  indicated  that  the  pur- 
chasing followed  was  in  conformity  with  Bill  No.  76,  Ordinance  No.  9.8061 
(Codified  as  Section  103  to  124  inclusive,  Part  I of  the  Municipal  Code). 

Surety  Bonds  and  Insurance 

Detail  of  Employees’  Surety  Bonds  and  Insurance  in  force  during  the  fiscal 
year  is  reflected  in  Exhibit  E of  report  with  exhibits  attached. 

The  Treasurer’s  office  carries  no  burglary  or  robbery  insurance  either  as  to 
inside  or  outside  risks.  This  matter  has  been  reviewed  from  time  to  time.  Each 
time,  a decision  has  been  reached  that,  in  view  of  the  physical  facilities  exist- 
ing in  the  treasury,  the  additional  protection  afforded  by  such  insurance  was 
not  sufficient  to  justify  the  cost  thereof. 

The  Treasurer  advised  the  Controller’s  auditors  that  he  proposes  to  arrange 
for  a survey  to  be  made  of  the  physical  facilities  in  and  about  the  Treasurer’s 
Office  to  determine  whether  or  not  the  existing  conditions  and  facilities  afford 
adequate  protection  in  the  event  of  any  attempted  burglary  or  robbery. 

The  banks  provide  their  own  messenger  service.  The  duly  authorized  bank 
messengers  deliver  and  receive  from  the  treasury.  All  checks  for  deposit  are 
micro-filmed  for  identification  before  being  delivered  to  the  bank  messenger. 


Comment 

The  records  maintained  in  the  Treasurer’s  office  appear  to  be  in  order.  All 
information  requested  was  made  available  through  the  courtesy  and  coopera- 
tion of  the  Treasurer  and  his  staff  during  the  course  of  the  audit. 

Respectfully  submitted, 

General  Audit  Division 
Martin  W.  Judnich 

B-14  Senior  Accountant  (Field  Audits) 


EXHIBIT  A 

SUMMARY  OF  CASH  AND  SECURITIES 
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As  at  J 

une 

: 30 

1949 

1948 

Cash: 

On  deposit  in  treasury 

...$  1,108,757.76 

$ 

655,178.59 

On  deposit  in  banks 

...  86,396,268.27 

78,418,044.09 

Available  cash 

...$  87,505,026.03 

$ 

79,073,222.68 

Other  cash  items 

105,100.00 

93,900.00 

Cash  received  after  June  30,  and  applied 

to  fiscal  year  under  review 

289,780.93 

691,943.37 

Total  cash 

...$  87,899,906.96 

? 

79,859,066.05 

Securities  (par  value  bonds) : 

Collateral  from  banks 

..,$100,453,000.00 

$ 

88,734,000.00 

Employees’  Retirement  Fund 

...  65,571,025.00 

56,502,112.50 

Bequest  Funds 

363,000.00 

363,000.00 

Panama  Pacific  Exposition  Trust  Fund 

15,000.00 

15,000.00 

Deposit  on  leases 

107,750.00 

122,750.00 

Securities  (par  value  corporate  stock) : 


Bequest  Funds 26.50 

Deposit  on  leases 6,000.00 

Total  Securities $166,515,801.50 

Total  Cash  and  Securities $254,415,708.46 


26.50 


$145,736,889.00 

$255,595,955.05 


Treasurer’s  Liability  for: 

Cash  $ 87,899,906.96  $ 79,859,066.05 

Securities  (see  above) 166,515,801.50  $145,736,889.00 


.$254,415,708.46  $225,595,955.05 


Total  Treasurer’s  Liability 
for  Cash  and  Securities... 


San  Francisco 
Water  Department 

▼ 

REPORT 

ON  THE  EXAMINATION  OF  ACCOUNTS 


FOR  THE  YEAR  ENDED 
JUNE  30,  1949 
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John  F.  Forbes  & Company 

Certified  Public  Accountants 

CROCKER  BUILDING,  SAN  FRANCISCO  4,  CALIFORNIA 


Honorable  Harry  D.  Ross,  Controller, 

City  and  County  of  San  Francisco, 

San  Francisco,  California. 

Dear  Sir: 

Pursuant  to  your  instructions,  and  under  the  terms  of  an  agreement  with 
you  dated  July  20,  1949,  we  have  examined  the  balance  sheet  of  the  San  Fran- 
cisco Water  Department  as  of  June  30,  1949,  and  the  related  statements  of 
income  and  surplus  for  the  year  then  ended.  Our  examination  was  made  in 
accordance  with  generally  accepted  auditing  standards,  and  accordingly  in- 
cluded such  tests  of  the  accounting  records  and  such  other  auditing  procedures 
as  we  considered  necessary  in  the  circumstances. 

In  our  opinion,  the  accompanying  balance  sheet  and  statements  of  income 
and  surplus,  together  with  the  notes  thereon,  present  fairly  the  financial  posi- 
tion of  the  San  Francisco  Water  Department  at  June  30,  1949,  and  the  results 
of  its  operations  for  the  year  then  ended,  in  conformity  with  generally 
accepted  accounting  principles  applied  on  a basis  consistent  with  that  of  the 
preceding  year. 

Our  report,  program,  and  working  papers  in  connection  with  this  examina- 
tion have  been  made  available  to  Mr.  David  Supple,  consultant  and  statistician 
for  the  Grand  Jury. 

We  present  the  following  exhibits  and  schedule : 

Exhibit  A — Balance  Sheet,  June  30, 1949. 

Exhibit  B — Statement  of  Income  for  the  Years  Ended  June  30, 

1949  and  1948,  and  Comparison. 

Schedule  1 — Statement  of  Operating  Expenses. 

Exhibit  C — Statement  of  Surplus  for  the  Year  Ended  June  30, 

1949. 

Exhibit  D — Summary  of  Surplus  Account  from  March  3, 1930,  to 
June  30, 1949. 

In  addition,  we  submit  the  following  comments : 

Section  122  of  the  Charter  of  the  City  and  County  of  San  Francisco  provides 
that  upon  completion  of  the  Hetch  Hetchy  Water  Supply  and  Power  Project, 
it  shall  be  merged  with  the  San  Francisco  Water  Department.  In  accordance 
with  the  opinion  of  the  City  Attorney,  the  Project  had  not  been  completed  at 
June  30, 1949. 


OPERATIONS 

Net  income  for  the  year  ended  June  30,  1949,  amounted  to  $1,792,976.12  as 
shown  by  the  statement  of  income,  Exhibit  B.  A condensed  statement  of  in- 
come in  comparative  form  for  the  years  ended  June  30,  1949  and  1948,  follows: 


Year  Ended  June  30,  Increase 

1949  1948  Decrease* 


Sale  of  Water $10,330,891.38 

Operating  expenses, 

including  depreciation 7,620,885.37 

Operating  income $ 2,710,006.01 

Other  income — net 194,713.44 

Total $ 2,904,719.45 

Bond  interest _1, 111, 743.33 

Net  income $ 1,792,976.12 


$10,029,017.95 

7,101,247.66 
$ 2,927,770.29 
139,887.90 
$ 3,067,658.19 
1,179,263.34 
$ 1,888,394.85 


$301,873.43 

519,637.71 
$217,764.28* 
54,825.54 
$162,938.74* 
67,520.01* 
$ 95,418.73* 
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While  revenue  from  the  sale  of  water  increased  in  the  amount  of  $301,873.43, 
operating  expenses  increased  in  the  net  amount  of  $519,637.71,  resulting  in  a 
decrease  in  operating  income  of  $217,764.28.  The  following  tabulation  sum- 
marizes briefly  the  principal  increases  and  decreases  in  operating  expenses : 
Increases  in  operating  expenses : 


Stand-by  charge  and  purchase  of  water — 

Hetch  Hetchy  Water  Supply  and  Power  Project.... 
Property  taxes  (outside  San  Francisco) 


$247,104.29 

104,693.66 


Repairs : 

Transmission  mains  and  canals $87,280.33 

Service  connections 22,706.06  109,986.39 


Reconstruction  and  relocation  of  pipe  lines 51,708.10 

Operating  supplies  and  expense — Pumping 16,997.88 

Power  for  pumping 13,016.64 

Collection  expense 12,102.52 

Fuel  for  steam 9,258.49 

Other— net  64,642.32 


Total. 


$629,510.29 


Decrease  in  operating  expenses : 

Repairs : 

Buildings,  fixtures,  and  grounds $38,105.60 

Surface  facilities 29,277.68 

Distribution  mains  and  canals 18,344.24  $85,727.52 


Miscellaneous  supplies  and  expenses — 

Administrative  24,145.06  109,872.58 

Net  increase  in  operating  expenses $519,637.71 


The  following  statistics  taken  from  data  maintained  by  the  Water  Depart- 
ment reflect  the  expansion  of  facilities  and  service  which  have  occurred  during 
the  last  five  years : 


Number  of  consumers : 

San  Francisco  District 

Suburban  Districts 

1949 

142,505 

724 

Year 

1948 

141,703 

1,002 

Ended  June 

1947 

138,178 

980 

30, 

1946 

135,072 

693 

1945 

131,313 

681 

Total 

143,229 

142,705 

139,158 

135,765 

131,994 

Yeai 

r Ended  Jun 

e 30, 

1949 

1948 

1947 

1946 

1945 

Metered  deliveries 

(million  cubic  feet) : 

San  Francisco  District 

3,451.7 

3,433.4 

3,479.2 

3,538.6 

3,373.2 

Suburban  Districts,  including 

free  deliveries  under 

riparian  contracts 

1,213.8 

1,070.2 

985.3 

877.0 

771.3 

Total 

4,665.5 

4,503.6 

4,464.5 

4,415.6 

4,144.5 

The  payment  to  Hetch  Hetchy  Water  Supply  and  Power  Project  for 
stand-by  charge  and  purchase  of  water  in  the  amount  of  $3,780,804.29,  as 
shown  in  Exhibit  B,  is  summarized  as  follows : 
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Amount  set  forth  in  the  Annual  Appropriation  Ordinance 


for  the  fiscal  year  1948-49 $3,890,925.00 

Less  refund 110,120.71 

Remainder $3,780,804.29 


Section  64  of  the  Charter  stipulates  that  accounts  shall  be  maintained  for 
each  utility  in  such  manner  as  to  exhibit  “estimates  of  the  amount  of  taxes 
that  would  be  chargeable  against  such  property  and  the  revenue  thereof  if 
privately  owned  and  operated."  We  were  informed  that  it  is  impracticable  for 
the  Water  Department  to  comply  fully  with  the  provisions  of  this  section  be- 
cause of  the  lack  of  data  as  to  assessed  valuations  of  the  Department’s  prop- 
erty in  San  Francisco.  Moreover,  it  would  be  necessary  to  estimate  the 
amounts  of  the  many  other  taxes  to  which  the  Water  Department  would  be 
subject  if  the  utility  were  privately  owned. 

Water  revenue  chargeable  to  certain  other  municipal  departments  is  not 
reflected  in  the  accompanying  statement  of  income,  Exhibit  B.  The  value  of 
water  delivered  without  charge  to  the  various  municipal  departments,  com- 
puted at  regular  metered  rates,  amounted  to  $601,463.17  for  the  year  ended 
June  30,  1949,  as  compared  with  $585,559.09  for  the  year  ended  June  30,  1948. 

Taxes  paid  to  other  cities  and  counties  by  the  San  Francisco  Water  Depart- 
ment during  the  year  under  review  amounted  to  $479,716.23  as  shown  in  the 
accompanying  Schedule  1 of  Exhibit  B.  Of  this  amount,  $63,687.99  was  paid 
under  protest,  and  represented  taxes  applicable  to  special  assessments,  valua- 
tion of  water  rights,  and  revaluation  of  improvements. 

FINANCIAL  POSITION 

The  financial  position  of  the  San  Francisco  Water  Department  at  June  30, 
1949,  is  presented  in  Exhibit  A and  is  compared  with  the  financial  position  at 
June  30, 1948,  in  the  following  summary: 

ASSETS 


Year  Ended  June  30, 


1949 

1948 

Decrease* 

Property,  less  reserve  for 

' 

depreciation — net  

.$49,233,196.98 

$48,150,447.72 

$1,082,749.26 

Cash  on  deposit  with  Treasurer  4,833,382.41 

5,950,461.18 

1,117,078.77* 

Revolving  fund 

30,000.00 

30,000.00 

Accounts  receivable, 

less  reserve — net 

830,901.99 

709,817.71 

121,084.28 

Interfund  accounts  receivable. 

202,097.03 

31,536.01 

170,561.02 

Deferred  charges 

. 1,043,710.96 

1,504,252.93 

460,541.97* 

Total 

.$56,173,289.37 

$56,376,515.55 

$ 203,226.18* 

LIABILITIES 


Bonded  debt 

Bond  interest  payable 

...$24,818,000.00 

518,815.83 

$26,382,000.00 

546,255.00 

$1,564,000.00* 

27,439.17* 

Accounts  payable  and 

commitments  

560,576.43 

1,252,846.35 

692,269.92* 

Consumers’  deposits  and 
construction  advances 

200,195.20 

262,789.04 

62,593.84* 

Interfund  accounts  payable... 

113,029.45 

132,062.44 

19,032.99* 

Reserves  

121,763.74 

124,225.50 

2,461.76* 

Deferred  credits 

367,572.43 

31,325.90 

336,246.53 

Surplus  

29,473,336.29 

27,645,011.32 

1,828,324.97 

Total 

...$56,173,289.37 

$56,376,515.55 

$ 203,226.18* 

The  following  comments  refer  to  items  appearing  in  the  above  summary 
of  Exhibit  A for  the  year  ended  June  30,  1949 : 
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PROPERTY — $49,233,196.98 

The  property  accounts  at  June  30,  1949,  are  summarized  briefly,  as  follows: 

« . . ... ...a...  • . • _ (P77  OCOIOOylO 


Property  in  service $77,868,182.43 

Less  reserve  for  depreciation 29,206,029.24 

Property  in  service — net $48,662,153.19 

Property  under  construction 571,043.79 

Total $49,233,196.98 


Property  owned  by  the  Department  at  December  31,  1937,  is  recorded  at  the 
appraised  value  as  of  that  date,  less  accrued  depreciation.  Such  depreciation 
was  computed  by  applying  rates  based  on  the  estimated  lives  of  the  various 
properties  to  the  appraised  values  less  estimated  salvage.  It  is  our  under- 
standing that  this  appraisal  in  general  was  based  on  historical  cost  of  the 
property  at  the  time  the  property  was  first  devoted  to  public  service.  The 
appraisal  was  made  by  engineers  of  the  Public  Utilities  Commission  pursuant 
to  Section  128  of  the  Charter.  Property  known  as  the  Bay  Bridge  Pump  and 
Supply  Line  was  recorded  at  an  appraised  value  as  of  January  1,  1938,  as 
determined  by  engineers  of  the  Water  Department.  All  subsequent  additions 
are  stated  at  cost  and  depreciation  has  been  computed  on  the  basis  of  the 
estimated  lives  of  the  property  subject  to  depreciation.  Retirements  are 
accounted  for  at  recorded  values  less  accumulated  reserves  for  depreciation. 

The  provision  for  depreciation  during  the  year  under  review  has  been  com- 
puted on  each  capital  asset  in  existence  during  the  year,  giving  effect  to  addi- 
tions and  retirements  during  the  period.  This  provision  was  computed  on  a 
basis  consistent  with  that  of  previous  years. 

Changes  in  property  and  reserve  for  depreciation  during  the  year  ended 
June  30,  1949,  are  presented  in  the  following  summary: 


Property  in  service : 

Balance,  June  30,  1948 

Additions 

Property 

.$74,554,903.94 
. 3,424,008.56 

Reserve  for 
Depreciation 

$28,351,710.42 

889,337.61 

Net  Book 
Value 

$46,203,193.52 

2,534,670.95 

Total 

.$77,978,912.50 

$29,241,048.03 

$48,737,864.47 

Deductions — 

Sales,  retirements,  etc 

110,730.07 

35,018.79 

75,711.28 

Balance,  June  30,  1949 

.$77,868,182.43 

$29,206,029.24 

$48,662,153.19 

Property  under  construction : 

Balance,  June  30,  1948 

.$  1,947,254.20 

$ 1,947,254.20 

Additions 

. 1,063,839.56 

1,063,839.56 

Total 

.$  3,011,093.76 

$ 3,011,093.76 

Deduction — Construction 

completed  and  transferred 
to  property  in  service 

. 2,440,049.97 

2,440,049.97 

Balance,  June  30,  1949 

.$  571,043.79 

$ 571,043.79 

Total 

$78,439,226.22 

$29,206,029.24 

$49,233,196.98 

Property  additions,  sales,  retirements,  etc.,  were  comprised  as  follows: 


Additions : 

Land  $ 375,793.07 

Buildings  and  structures 21,222.14 

Source  of  water  supply 2,170,262.09 

Pumping  station  equipment 3,437.62 


(Forward) 
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(Brought  Forward) 


Purification  system 3,086.55 

Transmission  and  distribution  system 823,246.15 

General  equipment 26,650.29 

Automotive  equipment 310.65 


Total  additions $3,424,008.56 


Sales,  retirements,  etc. 

Land $ 89,805.56 

Pumping  station  equipment 1,110.00 

Transmission  and  distribution  system 16,387.7.0 

Automotive  equipment . 3,426.81 


Total  retirements $ 110,730.07 


The  following  projects  were  under  construction  at  June  30, 1949 : 


Sutro  Reservoir $246,466.47 

Third  Bay  Division  Pipeline 146,660.79 

Guadalupe  By-pass 133,139.90 

Other : 44,776.63 


Total $571,043.79 


The  above-listed  amounts  do  not  include  expenditures  made  from  the  1947 
Hetch  Hetchy  Water  Bond  Fund  in  connection  with  the  construction  of  the 
Third  Bay  Division  Pipeline  and  other  projects  for  the  San  Francisco  Water 
Department,  referred  to  in  Note  2 attached  to  Exhibit  A. 

The  changes  in  the  property  accounts  during  the  year  were  comprehensively 
reviewed  by  us.  The  recorded  sales  and  retirements  consisted  principally  of 
land  and  equipment  no  longer  needed  in  operations. 

Section  128  of  the  Charter  provides  that  during  the  fiscal  year  1937-1938, 
and  at  least  every  five  years  thereafter,  the  Public  Utilities  Commission  shall 
make  an  appraisal  and  redetermine  the  amount  of  the  reasonable  annual 
depreciation  for  each  utility.  It  is  our  understanding  thqt  at  June  30,  1949, 
the  utilities  audit  staff  of  the  Controller’s  office  was  engaged  in  making  an 
analysis  of  the  property  accounts  of  the  San  Francisco  Water  Department, 
including  a physical  inventory  of  equipment.  We  were  informed  that  this 
examination  has  not  yet  been  completed,  and  therefore  any  adjustments 
resulting  therefrom  are  not  reflected  in  this  report. 


CASH— $4,863,382.41 
On  Deposit  With  Treasurer — $4,833,382.41 

Cash  in  the  custody  of  the  Treasurer  of  the  City  and  County  of  San  Fran- 


cisco is  shown,  by  funds,  as  follows : 

Operating  fund $ 337,764.47 

Reconstruction  and  replacement  fund 331,336.86 

Extension  reserve  fund 803,125.98 

Water  works  system  bond  fund,  1942 1,244,958.84 

Bond  interest  fund,  1928  issue 506,452.50 

Bond  redemption  fund,  1928  issue 1,009,000.00 

Bond  interest  fund,  1933  issue 3,000.00 

Bond  redemption  fund,  1933  issue 584.26 

Land  purchase  fund 597,159.50 


Total $4,833,382.41 


The  above  amounts  were  confirmed  to  us  by  other  certified  public  account- 
ants who  examined  the  accounts  of  the  Controller  of  the  City  and  County  of 
San  Francisco. 
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Revolving  Funds — $30,000.00 

The  revolving  funds  at  June  30, 1949,  are  summarized  as  follows: 

Cash  in  banks AzdjJ- $17,541.06 

Water  sales  change  and  petty  cash  funds 3,675.00 

Disbursements  awaiting  reimbursement 8,308.94 

Disbursement  refused  for  reimbursement  by  Controller  475.00 

Total $30,000.00 


Cash  in  banks  in  the  amount  of  $17,541.06  was  verified  by  reconciliation 
with  the  amounts  confirmed  directly  to  us  by  the  depositaries,  and  petty  cash 
funds  were  counted  during  our  examination,  or  were  confirmed  to  us  by 
custodians’  certificates. 


ACCOUNTS  RECEIVABLE— NET— $830,901.99 
Accounts  receivable  at  June  30,  1949,  comprised  the  following  balances: 


Consumers  $816,176.62 

Less  reserve  for  doubtful  accounts 4,000.00 

Remainder $812,176.62 

Other  accounts  receivable : 

Contra  Costa  County  Walnut  Growers’  Assn $ 3,794.64 

Lessees  3,490.75 

Sundry  11,439.98 

Total 18,725.37 

Total $830,901.99 


We  requested  confirmation  from  a representative  group  of  consumers  of 
the  balances  owing  by  them  at  June  30,  1949.  On  the  basis  of  our  review  of  the 
consumers’  accounts  as  to  collectibility,  the  reserve  for  doubtful  accounts 
appears  to  be  adequate. 

Changes  in  the  reserve  for  doubtful  accounts  during  the  year  under  review 
are  summarized  as  follows : 

Balance,  June  30,  1948 $49,064.10 

Provision  for  doubtful  accounts 3,300.00 

Collection  of  accounts  previously  written  off 470.47 

Total $52,834.57 

Less: 

Accounts  charged  off  as  uncollectible....$  3,118.95 
Amount  transferred  to  surplus 45,715.62  48,834.57 

Balance,  June  30, 1949 $ 4,000.00 


The  amount  of  $3,794.64  due  from  the  Contra  Costa  County  Walnut  Grow- 
ers’ Association,  which  formerly  marketed  the  walnut  crop  from  the  Depart- 
ment’s orchards,  consists  of  sales  proceeds  withheld  in  prior  years  by  the 
Association  for  operating  funds  and  is  not  currently  collectible. 

The  lessees’  and  sundry  accounts  receivable  appear  to  be  collectible,  with 
possible  minor  exceptions. 
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INTERFUND  ACCOUNTS  RECEIVABLE— $202,097.03 
Interfund  accounts  receivable  consisted  of  the  following  balances: 
Other  public  service  enterprises: 

Hetch  Hetchy  Water  Supply  and  Power  Project.. ..$163, 507.26 

Municipal  Railway 35,270.40 

San  Francisco  Airport 2,742.75 

Total $201. 5^0.41 

General  city  and  county 576.62 


Total $202,097.03 


The  amount  due  from  the  Hetch  Hetchy  Water  Supply  and  Power  Project 
is  shown  in  more  detail  as  follows: 

Refund  credited  to  expense  for  stand-by  charge 

and  purchase  of  water $108,670.93 

Expenditures  for  planning,  supervision,  etc.,  on  vari- 
ous projects,  to  be  reimbursed  from  1947  Hetch 
Hetchy  Water  Bond  Fund 66,849.90 


Total $175,520.83 

Less: 

Portion  of  contribution  for 

payment  of  interest $10,536.67 

Sundry  1,476.90  12,013.57 


Remainder $163,507.26 


The  remaining  amounts  due  from  the  departments  listed  above  represent 
the  cost  of  various  services  performed  on  their  behalf  by  the  Water  Depart- 
ment, including  the  purchase  of  insurance,  which  during  the  year  under  review 
was  contracted  for  in  most  cases  by  the  Water  Department  for  all  utilities. 

The  amounts  due  from  other  municipal  departments  were  verified  by  refer- 
ence to  the  records  of  those  departments  and  were  confirmed  to  us  by  other 
certified  public  accountants  engaged  in  an  examination  of  the  records  of  the 
Controller’s  office. 


DEFERRED  CHARGES— $1,035,085.96 
The  following  tabulation  summarizes  the  deferred  charges : 


Materials  and  supplies $ 823,925.02 

Commitments — Outside  vendors 125,255.06 

Commitments — Interfund  31,359.23 

Deposit — Rights  of  way 9,457.00 

Other  45,089.65 


Total $1,035,085.96 


Materials  and  Supplies — $823,925.02 

No  physical  inventory  of  materials  and  supplies  was  taken  by  the  Water 
Department  during  the  year  ended  June  30,  1949,  and  the  amounts  of  inven- 
tories shown  in  this  report  are  those  reflected  in  the  perpetual  inventory 
record  maintained  by  the  Department.  The  net  difference  between  this  inven- 
tory record  and  the  inventory  account  in  the  general  books  was  adjusted  by  a 
credit  of  $8,052.87  to  surplus.  Surplus  materials  were  revalued  during  the 
year  and  the  resulting  reduction  in  this  inventory  in  the  amount  of  $7,056.25 
was  charged  to  surplus 

We  reviewed  the  physical  inventory  records  and  procedures  and  subsequent 
to  June  30,  1949,  made  tests  of  the  quantities.  We  also  tested  the  pricing  and 
mathematical  accuracy  of  the  inventory  as  summarized  from  the  perpetual 
records. 
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Materials  and  supplies  are  summarized  as  follows: 

Ordinary  maintenance,  extension,  and  service  items..$784, 721.90 


Usable  materials  left  over  from  pipe  line 

construction  projects 9,508.67 

Segregated  surplus  materials  and  equipment 

held  for  sale - 29,694.45 


Total $823,925.02 


Commitments — Outside  Vendors — $125,255.06 

These  commitments  represent  contracts,  purchase  orders,  and  other  evi- 
dences of  encumbrance  for  which  related  goods  and  services  had  not  been 
received  at  June  30,  1949.  The  contra  liability  is  shown  under  the  caption 
“Accounts  Payable  and  Commitments.” 

Commitments — Interfund — $31,359.23 

These  represent  outstanding  orders  for  work  to  be  performed  by  other  city 
departments  for  the  Water  Department.  The  contra  liability  is  shown  under 
the  caption  “Interfund  Accounts  Payable.” 

Deposit — Rights  of  Way — $9,457.00 

We  were  informed  that  during  the  year  ended  June  30,  1948,  the  Water 
Department  deposited  with  the  County  Clerk  of  San  Mateo  County  the  amount 
of  $89,925.00  in  connection  with  condemnation  proceedings  for  rights  of  way 
for  the  Sunset  Supply  Line.  As  reported  to  us  by  the  county  clerk,  releases 
aggregating  $80,468.00  have  been  made,  leaving  a balance  of  $9,457.00  still 
on  deposit. 

In  addition,  the  county  clerk  reports  that  he  has  on  deposit  an  amount  of 
$8,895.00  representing  the  unreleased  balance  of  a deposit  made  in  1947. 
This  deposit  was  charged  to  Landed  Capital  on  the  records  of  the  Water 
Department  and  is  included  in  the  amount  shown  in  the  accompanying  Exhibit 
A under  the  caption  “Property  in  Service.” 

Other— $45,089.65 

Other  deferred  charges  consist  principally  of  unbilled  work  performed  for 
other  departments,  service  installations  for  consumers  not  yet  completed, 
and  other  work  in  process  for  the  account  of  outsiders. 


BONDED  DEBT— $24,818,000.00 

Bonded  debt  at  June  30, 1949,  consists  of  the  following  amounts: 


Total 


Matured $ 9,000.00  $ 9,000.00  $ 

Due  1949-1950 1,563,000.00  1,000,000.00  563,000.00 

Due  after  June  30,  1950 23,246,000.00  21,000,000.00  2,246,000.00 


Total $24,818,000.00  $22,009,000.00  $2,809,000.00 


Bonds  of  the  1928  issue  are  due  serially,  $1,000,000.00  on  July  1,  of  each  year 
from  1949  to  1970.  Bonds  of  the  1933  issue  are  due  $563,000.00  on  December  1, 
1949,  to  1952,  and  $557,000.00  on  December  1,  1953. 

The  issuance  of  $1,250,000.00  in  bonds  for  the  purpose  of  constructing  a 
pumping  plant  and  related  facilities  at  Lake  Merced  was  authorized  at  a 
special  election  held  on  June  9,  1942.  Due  to  delays  resulting  from  the  un- 
availability of  materials,  the  bonds  were  not  issued  and  the  entire  issue  was 
later  canceled  by  the  Board  of  Supervisors,  which  also  directed  the  transfer 
of  $1,250,000.00  from  general  cash  to  a special  fund  designated  as  “Water 
Works  System  Bond  Fund,  1942,”  to  assure  that  funds  would  be  available  for 
the  project. 
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During  the  year  under  review,  there  was  expended  from  that  fund  the 
amount  of  $5,041.16,  leaving  a balance  of  cash  in  the  amount  of  $1,244,958.84 
in  the  custody  of  the  Treasurer. 


BOND  INTEREST  PAYABLE— $518,815.83 


Interest  due  on  bonded  indebtedness  is  summarized  as  follows : 


Total  1928  Issue  1933  Issue 


Matured  coupons  not  presented 

for  payment $ 14,452.50 

Due  July  1,  1949 495,000.00 

Due  December  1,  1949  (accrued  portion)  9,363.33 


$ 11,452.50 
495,000.00 


Total 


.$518,815.83  $506,452.50 


$ 3,000.00 
9^363^33 
$12,363.33 


Our  verification  of  bonded  indebtedness  and  bond  interest  was  limited  to 
confirmation  of  the  respective  amounts  involved  by  reference  to  records  of 
the  Controller  and  by  communication  with  other  certified  public  accountants 
engaged  in  examination  of  the  Controller’s  accounts. 

ACCOUNTS  PAYABLE  AND  COMMITMENTS— $551,951.43 
The  following  balances  are  included  under  the  above  caption : 

Warrants  outstanding  and  pay  roll  deductions  payable $156,627.34 

Contracts,  purchase  orders,  etc.  (encumbrances) : 

For  materials  and  services $270,069.03 

Commitments — Outside  vendors 125,255.06  395,324.09 

Total $551,951.43 


The  above-listed  amounts  do  not  include  contingent  liabilities,  and  liabilities 
incurred  by  the  1947  Hetch  Hetchy  Water  Bond  Fund  for  the  account  of  the 
San  Francisco  Water  Department.  Our  review  of  the  records  of  the  Water 
Department  disclosed  no  additional  unrecorded  liabilities  of  material  amount, 
except  for  contingent  liabilities  commented  on  hereinafter. 


CONSUMERS’  DEPOSITS  AND  CONSTRUCTION 
ADVANCES— $200,195.20 


Consumers’  deposits  and  construction  advances  are  shown  in  the  following 
summary: 


Consumers’  guarantee  deposits $ 48,899.38 

Construction  advances  per  books $143,399.34 

Less  amounts  due  other  city  departments,  grouped 
for  balance  sheet  presentation  with  interfund 

accounts  payable 4,522.07  138,877.27 


Custom  work  advances 

Deposits  on  specifications. 


Total. 


$200,195.20 


Construction  advances  are  refundable  if  the  Department’s  regulations  gov- 
erning installation  of  services  are  complied  with.  Custom  work  advances  are 
applied  against  the  cost  of  work  performed  and  any  remaining  portion  of  an 
advance  is  refundable. 

During  the  year  under  review,  guarantee  deposits  in  the  amount  of  $216.32 
and  deposits  for  construction  in  the  amount  of  $571.38,  inactive  accounts  over 
ten  years  old,  were  written  off  and  credited  to  surplus. 
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INTEKFUND  ACCOUNTS  PAYABLE— $113,029.45 

Interfund  accounts  payable  are  summarized  as  follows : 


Other  public  service  enterprises : 

Public  Utilities  Commission : 

Bureau  of  heat,  light  and  power $ 25,599.61 

General  office 586.42 

Total $ 26,186.03 


General  city  and  county: 

Employees’  Retirement  System $ 49,579.15 

Real  Estate  Department 752.97 

Sundry  deposits  and  accounts  payable : 

Department  of  Public  Works $3,943.32 

School  Department 578.75 

Central  Permit  Bureau 630.00  5,152.07 

Total $ 55,484.19 

Commitments — Interfund $ 31,359.23 

Total $113,029.45 


The  balance  of  $49,579.15  represents  the  estimated  amount  due  to  the 
Employees’  Retirement  System  for  contributions  matching  employees’  deduc- 
tions, together  with  certain  medical  and  other  expenses  payable  by  the  Water 
Department.  This  amount  was  not  confirmed  because  the  records  of  the 
Retirement  System  were  not  completely  reconciled  at  the  time  of  our  exam- 
ination. All  other  balances  included  in  interfund  accounts  payable  have  been 
reconciled  with  the  records  of  the  Controller. 


RESERVES— $121,763.74 
Workmen’s  Compensation  Insurance — $75,569.10 

The  following  summary  shows  the  changes  in  the  reserve  for  workmen’s 
compensation  insurance  during  the  year  ended  June  30,  1949 : 


Balance,  June  30, 1948 $70,344.38 

Provision,  per  Exhibit  B,  Schedule  1 10,171.08 


Total $80,515.46 

Less-  Charges  by  the  Retirement  System  for 

compensation  and  hospitalization 4,946.36 


Balance,  June  30,  1949 $75,569.10 


The  provision  is  computed  at  1 % of  operating  pay  roll. 
Other— $46,194.64 

Following  is  a summary  of  the  changes  in  this  reserve : 


Balance,  June  30, 1948 $ 53,881.12 

Provision  during  the  year  charged  to  work  orders 141,189.68 

Total $195,070.80 

Less: 

Retirement  system  contributions $66,987.50 

Vacation  pay  and  sick  leave 62,648.85 

Other 19,239.81  148,876.16 

Balance,  June  30, 1949 $ 46,194.64 
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DEFERRED  CREDITS— $367,572.43 

Property  in  Service — 1947 

Hetch  Hetchy  Water  Bond  Fund— $357,364.38 

At  a special  election  held  on  November  4,  1947,  the  voters  of  the  City  and 
County  of  San  Francisco  authorized  the  issuance  of  Hetch  Hetchy  Water 
Bonds,  1947,  in  the  amount  of  $25,000,000.00  to  pay  the  cost  of  a second  pipe 
line  across  the  San  Joaquin  Valley  to  the  easterly  end  of  the  Coast  Range 
Tunnel ; a third  bay  area  pipe  line  from  the  westerly  end  of  the  Coast  Range 
Tunnel  around  the  southerly  end  of  San  Francisco  Bay  to  the  Pulgas  Tunnel 
in  San  Mateo  County ; together  with  additional  pipe  lines  extending  from  the 
Peninsula  Reservoirs  into  San  Francisco,  all  to  improve  and  augment  the 
existing  water  supply  of  the  City  and  County  of  San  Francisco. 

A separate  accounting  has  been  established  to  record  the  proceeds  from  the 
sale  of  these  bonds  and  subsequent  expenditures  therefrom.  The  records  of 
this  fund  were  examined  by  other  certified  public  accountants,  engaged  in  the 
examination  of  the  accounts  of  the  Hetch  Hetchy  Water  Supply  and  Power 
Project. 

As  shown  in  Exhibit  C,  the  San  Francisco  Water  Department  contributed 
to  the  1947  Hetch  Hetchy  Water  Bond  Fund  during  the  year  under  review  the 
following  amounts : 


For  bond  redemption $40,800.00 

For  interest  during  construction 23,789.05 

Total $64,589.05 


During  the  prior  year  the  San  Francisco  Water  Department  contributed 
$5,886.54  representing  its  allocated  share  of  interest. 

We  were  informed  that  at  June  30,  1949,  expenditures  had  been  made  from 
this  fund  on  behalf  of  the  Water  Department  for  the  following  projects: 


Property  in  service — Sunset  Supply  Line $357,364.38 

Property  under  construction : 

Third  Bay  Division  Pipeline $256,436.06 

Crystal  Springs  Reservoir  Pump 120,333.87 


Total $376,769.93 

Undistributed  interest  during  construction 20,759.62  397,529.55 


Total $754,893.93 


Contracts  in  connection  with  these  projects  are  entered  into  by  the  Water 
Department  which  plans  and  supervises  the  work.  In  addition  to  the  above- 
listed  amounts,  the  Water  Department  has  also  made  disbursements  from  its 
own  funds,  as  reflected  in  this  report,  for  these  same  projects.  At  June  30, 
1949,  it  had  not  been  determined  how  these  projects  would  be  recorded  upon 
their  completion.  However,  inasmuch  as  the  Sunset  Supply  Line  had  been 
completed  and  put  into  service  by  the  Water  Department  prior  to  June  30, 
1949,  the  expenditures  totaling  $357,364.38  in  connection  with  this  project 
have  been  recorded  by  the  Water  Department  and  are  reflected  in  Exhibit  A 
of  this  report  under  the  caption  “Property  in  Service”  with  a contra  liability 
in  that  amount. 

We  were  informed  by  the  City  Attorney  that  the  Water  Department  has  a 
possible  contingent  liability  resulting  from  the  disallowance  of  a claim  in  the 
amount  of  $35,841.24  filed  by  the  contractor  with  whom  the  Water  Depart- 
ment entered  into  a contract  to  install  a portion  of  the  Sunset  Supply  Line. 
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Other— $10,208.05 

These  deferred  credits  are  summarized  as  follows : 

Checks  on  revolving  funds  not  presented  for  payment 


within  sixty  days  of  issue $ 4,019.97 

Rental  deposits  and  payments  made  in  advance 2,387.82 

Sundry  3,800.26 


Total $10,208.05 


SURPLUS— $29,473,336.29 

The  changes  in  surplus  are  summarized  as  follows  from  the  more  detailed 
information  presented  in  Exhibit  C: 

Balance,  June  30,  1948 $27,645,011.32 

Add: 

Net  income  for  the  year  ended  June  30,  1949, 

per  Exhibit  B $1,792,976.12 

Refund  received  during  the  year  applicable  to 
contributions  made  to  Hetch  Hetchy  Water 
Supply  and  Power  Project  during  the  period 

July  1,  1946,  to  June  30,  1948 159,444.76 

Reduction  in  reserve  for  doubtful  accounts 45,715.62 

Profit  on  sales  of  land — net 55,969.44 

Miscellaneous  additions — net 11,575.56  2,065,681.50 


Total $29,710,692.82 


Deduct : 

Contribution  to  Hetch  Hetchy  Water  Supply 
and  Power  Project  for  buildings  and  struc- 
tures   $ 121,000.00 

Contribution  to  1947  Hetch  Hetchy  Water 
Bond  Fund  for  bond  redemption  and  pay- 
ment of  interest 64,589.05 

Retroactive  salaries  and  wages 51,767.48 


237,356.53 


Balance,  June  30,  1949. 


$29,473,336.29 


We  conferred  with  the  City  Attorney’s  office  to  ascertain  the  amounts  of 
any  liabilities,  direct  or  contingent,  resulting  from  claims  against  the  Water 
Department  at  June  30, 1949.  As  stated  in  Note  3 of  the  accompanying  Exhibit 
A,  a claim  in  the  amount  of  $35,841.24  has  been  asserted  by  a contractor  in 
connection  with  certain  construction  work  on  the  Sunset  Supply  Line.  In 
addition  thereto,  law  suits  pending  in  connection  with  claims  resulting  from 
personal  injuries  and  property  damage  aggregated  $54,666.71.  There  are  also 
other  claims  of  a like  nature  filed  with  the  Department.  The  aggregate  amount 
of  these  claims  could  not  be  ascertained.  No  liability  for  any  of  these  claims 
has  been  included  in  the  attached  balance  sheet. 


GENERAL 

During  the  year  under  review,  the  Water  Department  carried  burglary  and 
robbery  insurance  and  fidelity  bonds  covering  employees.  The  Department  did 
not  carry  insurance  on  its  properties  nor  against  liability  for  personal  injury, 
property  damage,  or  workmen’s  compensation.  As  previously  mentioned,  a 
reserve  is  provided  for  workmen’s  compensation.  All  other  losses  are  charged 
to  expenses  when  determined. 

Yours  truly, 

JOHN  F.  FORBES  & COMPANY 
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EXHIBIT  A 

SAN  FRANCISCO  WATER  DEPARTMENT 
BALANCE  SHEET,  JUNE  30,  1949 


ASSETS 

Property : 

In  service  (see  Note  1) : 

Tangible  property $74,684,958.43 

Intangible  property 3,183,224.00 

Total $77,868,182.43 

Less — Reserve  for 

depreciation  29,206,029.24 

Property  in  service — net  book  value  $48,662,153.19 
Under  construction  ( see  Note  2 ) 571,043.79  $49,233,196.98 


Cash: 

On  deposit  with  Treasurer $ 4,833,382.41 

Revolving  funds 30,000.00  4,863,382.41 


Accounts  Receivable: 

Consumers $ 816,176.62 

Less — Reserve  for 

doubtful  accounts 4,000.00 

Consumers — net $ 812,176.62 

Other  accounts  receivable 18,725.37  830,901.99 


Interfund  Accounts : 

Other  public  service  enterprises $ 201,520.41 

General  city  and  county 576.62  202,097.03 


mm 
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EXHIBIT  A 

SAN  FRANCISCO  WATER  DEPARTMENT 
BALANCE  SHEET,  JUNE  30,  1949 


LIABILITIES 

Bonded  Debt : 

Spring  Valley  Water  issue  of 
1928,  4%%,  maturing  51,- 
000,000.00  annually  to  July 
1, 1970: 

Due  July  1, 1949 5 1,000,000.00 

Due  July  1, 1950  to  1970..  21,000,000.00 
Matured  bonds  not  pre- 
sented for  payment....  9,000.00  522,009,000.00 


Water  Distribution  issue  of 
1933,  4%,  maturing  5563,- 
000.00  annually  to  Decem- 
ber 1,  1952,  and  5557,000.00 
on  December  1,  1953 : 

Due  December  1,  1949.. ..5  563,000.00 

Due  December  1,  1950  to 

1953  2,246,000.00  2,809,000.00  524,818,000.00 


Bond  Interest  Payable : 

Due  July  1,  1949 5 

Matured  coupons  not  presented  for  pay- 
ment   ,...,.,.....aE|| 

Accrued,  not  due - -A 


Accounts  Payable  and  Commitments : 
Warrants  outstanding  and  pay  roll  deduc- 
tions payable |§|  5 

Accounts  payable . 

Commitments  for  goods  and  services  not 
received — Outside  vendors  (contra) 


Consumer’s  Deposits  and  Construction 
Advances  ..... 

Interfund  Accounts : 

Other  public  service  enterprises 

General  city  and  county 

Commitments — Interfund  ( contra) .. 


Reserves : 

Workmen’s  compensation  insurance. 
Other : .,..£&>£ : .: 


Deferred  Credits : 

Property  in  service — 1947  Hetch  Hetchy 

Water  Bond  Fund  (see  Note  1) 

Other  


Surplus — Exhibits  C and  D. 


556,164,664.37 


495,000.00 

14,452.50 

9,363.33 


156,627.34 

270,069.03 

125,255.06 


26,186.03 

55,484.19 

31,359.23 


75,569.10 

46,194.64 


357,364.38 

10,208.05 


518,815.83 

551.951.43 
200,195.20 

113,029.45 

121,763.74 

367.572.43 
29,473,336.29 


Total. 
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EXHIBIT  B 

SAN  FRANCISCO  WATER  DEPARTMENT 
STATEMENT  OF  INCOME  FOR  THE  YEARS  ENDED 
JUNE  30,  1949  AND  1948,  AND  COMPARISON 


Year  Ended  June  30, 

1949  1948 

Water  Sales: 

San  Francisco $ 8,647,945.18  $ 8,541,113.48 

Outside  San  Francisco 1,625,087.10  1,432,855.61 

Municipal  departments 

(see  note) ; 57,859.10  55,048.86 


Operating  Expenses : 

Source  of  water  supply— 


Stand-by  charge  and  purchase 
of  water  — Hetch  Hetchy 
Water  Supply  and  Power 

Project  

Pumping — Schedule  1.. 
Purification — Schedule 
Transmission  and  distribution 

— Schedule  1 

Commercial  expenses — Sched- 


.$10,330,891.38 

$10,029,017.95 

$301,873.43 

.$  291,178.95 

$ 338,389.57 

$ 47,210.62* 

J 

r 

. 3,780,804.29 

395,500.61 
102,347.81 

3,533,700.00 

355,987.34 

100,927.16 

247,104.29 

39,513.27 

1,420.65 

715,063.12 

559,871.44 

155,191.68 

596,141.83 

563,501.68 

32,640.15 

847,211.15 
i 3,300.00 

889,337.61 
$ 7 620  885  37 

753,503.01 
3,600.00 
891,767.46 
$ 7 101247  66 

93,708.14 

300.00* 

2,429.85* 

$519,637.71 

.$  2,710,006.01 

$ 2,927,770.29 

$217,764.28* 
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EXHIBIT  B — SCHEDULE  1 
SAN  FRANCISCO  WATER  DEPARTMENT 
STATEMENT  OF  OPERATING  EXPENSES 
FOR  THE  YEARS  ENDED  JUNE  30,  1949  AND  1948, 
AND  COMPARISON 


Year  Ended  June  30, 


Source  of  Water  Supply : 

Superintendence  

Operating  labor 

Operating  supplies  and  expense 

Repairs — buildings,  fixtures, 

1949 

.$  44,569.85 
. 66,191.49 

. 26,687.11 

115,795.08 

1948 

$ 39,244.62 
57,084.89 
20,946.28 

153,900.68 

$ 

Decrease* 

5,325.23 

9,106.60 

5,740.83 

38,105.60* 

Repairs — Surface  facilities 

. 37,935.42 

67,213.10 

29,277.68* 

Total 

.$291,178.95 

$338,389.57 

$ 

47,210.62* 

Pumping : 

Labor  

.$  73,037.68 

$ 73,211.09 

$ 

173.41* 

Fuel  for  steam 

. 57,945.71 

48,687.22 

9,258.49 

Power  purchased 

. 207,064.89 

194,048.25 

13,016.64 

Lubricants  

277.40 

199.01 

78.39 

Miscellaneous  supplies  and  expense. 
Repairs — primary 

. 32,928.84 

15,930.96 

16,997.88 

pumping  equipment 

. 16,715.97 

13,255.14 

3,460.83 

Repairs — boilers  and  equipment 

3,124.53 

659.46 

2,465.07 

Repairs — miscellaneous  equipment. 

2,652.76 

5,693.38 

3,040.62* 

Other  repairs  and  gardening 

1,752.83 

4,302.83 

2,550.00* 

Total 

.$395,500.61 

$355,987.34 

? 

39,513.27 

Purification : 

Superintendence  and  labor 

.$  40,395.70 

$ 37,503.62 

$ 

2,892.08 

Supplies  and  expense 

Repairs — plant  structure 

. 57,007.07 

59,261.47 

2,254.40* 

and  equipment 

Repairs  and  maintenance — 

4,695.06 

3,834.56 

860.50 

roads  and  trails 

249.98 

327.51 

77.53* 

Total 

.$102,347.81 

$100,927.16 

? 

1,420.65 
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EXHIBIT  B — SCHEDULE  1 (Continued) 

SAN  FRANCISCO  WATER  DEPARTMENT 
STATEMENT  OF  OPERATING  EXPENSES 
FOR  THE  YEAR  ENDED  JUNE  30,  1949  AND  1948, 
AND  COMPARISON 


Year  Ended  Ji 
1949 


e 30, 
1948 


Decrease* 


Transmission  and  Distribution : 

Superintendence  $ 59,593.23 

Patrolling  storage  facilities 19,131.02 

Meters  and  fittings  department 84,839.74 

Street  department 25,964.76 

Consumers’  premises  expense 27,890.55 

Miscellaneous  supplies  and  expense  18,745.70 

Repairs — transmission  mains 

and  canals 129,727.22 

Repairs — reservoirs,  tanks 

and  standpipes 5,322.14 

Repairs — distribution  mains 

and  canals 105,057.71 

Repairs — service  connections 146,258.40 

Repairs — buildings,  streets 

and  grounds 34,135.42 

Repairs — distribution  equipment 5,604.04 

Reconstruct  and  relocate  pipe  lines..  52,793.19 

Total $715,063.12 


Commercial  Expenses : 

Collection  $166,236.27 

Reading  meters 86,873.57 

Bookkeeping  173,824.09 

General  68,714.13 

Inspection  and  service 74,808.24 

Shipping  25,685.53 

Total $596,141.83 


Administrative  and  General  Expenses : 

Salaries — general  officers $ 19,843.06 

Salaries — general  office  clerks 60,623.82 

Miscellaneous  supplies  and  expense..  4,550.66 

Injuries  and  damages 11,102.34 

Retirement  system  contributions 75,823.59 

Mason  Street  building  expense 36,125.76 

Telephone  service 23,771.71 

Guest  cottages  and  rest  room 2,968.52 

General  engineering 52,480.85 

Hydrography  956.16 

Miscellaneous  2,071.34 

Provision  for  compensation  claims..  10,171.08 

Insurance  2,253.47 

Repairs — Mason  Street  building 3,924.94 

Repairs — telephone  system 12,619.12 

Professional  services 3,714.29 

Public  Utilities  Commission  expense  44,494.21 

Property  taxes  (outside 

San  Francisco)  479,716.23 

Total $847,211.15 


$ 54,335.64 
20,472.13 
80,368.50 
23,045.85 
27,146.67 
16,597.39 

42,446.89 

3,333.30 

123,401.95 

123,552.34 

34,820.20 

9,265.49 

1,085.09 

$559,871.44 


$154,133.75 

83,179.95 

165,276.57 

64,523.80 

71,761.71 

24,625.90 

$563,501.68 


$ 19,323.32 
56,756.11 
28,695.72 
5,182.79 

75.542.50 
30,941.38 
23,493.98 

2,998.78 

50,065.08 

1,078.97 

2,021.38 

10.674.50 
8,624.43 
5,155.09 

10,254.22 

5,000.00 

42,672.19 

375,022.57 

$753,503.01 


$ 5,257.59 

1,341.11* 
4,471.24 
2,918.91 
743.88 
2,148.31 

87,280.33 

1,988.84 

18,344.24* 

22,706.06 

684.78* 

3,661.45* 

51,708.10 

$155,191.68 


$ 12,102.52 

3.693.62 

8.547.52 
4,190.33 

3.046.53 

1.059.63 
$ 32,640.15 


$ 519.74 

3,867.71 
24,145.06* 
5,919.55 
281.09 
5,184.38 
277.73 
30.26* 
2,415.77 
122.81* 
49.96 
503.42* 
6,370.96* 
1,230.15* 
2,364.90 
1,285.71* 
1,822.02 

104,693.66 
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EXHIBIT  C 

SAN  FRANCISCO  WATER  DEPARTMENT 
STATEMENT  OF  SURPLUS 
FOR  THE  YEAR  ENDED  JUNE  30,  1949 


Balance,  June  30,  1948 

Additions : 

Net  income  for  year  ended  June  30,  1949 — • 


Exhibit  B $1,792,976.12 

Refund  of  unexpended  portion  of  prior  years’ 

contributions  to  Hetch  Hetchy  Project 159,444.76 


Excess  of  proceeds  over  book 
value  of  land  sold : 


Proceeds  $115,625.00 

Book  value 56,149.37 

Remainder 

Reduction  in  reserve  for  doubtful  accounts.. 
Contribution  by  contractor  building  cause- 
way across  Lake  Merced J 

Adjustment  of  estimated  contributions  to 
Employees’  Retirement  System  for  year 

to  actual  contribution 

Adjustment  of  inventory  of  current  ma- 
terials and  supplies 

Retroactive  rental  income  

Adjustment  of  reserve  for  depreciation 

Sundry  outstanding  deposits,  etc.,  written 

off 

Total 

Total 

Deductions: 

Contribution  to  Hetch  Hetchy  Water  Supply 
and  Power  Project  for  buildings  and 

structures — 

Retroactive  salaries  and  wages 

Contribution  to  1947  Hetch  Hetchy  Water 

Bond  Fund  for  bond  redemption 

Contribution  to  1947  Hetch  Hetchy  Water 
Bond  Fund  for  interest  during  construc- 
tion   

Alteration  of  Mason  Street  Building  in  prior 

years  

Adjustment  of  inventory  for  items  abandoned 

or  considered  obsolete  at  June  30,  1949 

Net  loss  on  equipment  retired  or  ap- 
plied on  purchase  of  new  equipment : 

Book  value $ 8,574.26 

Proceeds  2,683.45 

Remainder .: 


59,475.63 

45,715.62 

15,000.00 


8,663.55 

8,052.87 

3,900.00 

2,346.34 

948.10 


23,789.05 

14,359.18 

7,056.25 


5,890.81 


Excess  of  book  value  over 
proceeds  of  land  sold : 

Book  value $33,506.19 

Proceeds  30,000.00 

Remainder 

Sundry  

Total 

Balance,  June  30,  1949 


3,506.19 

29.06 


$27,645,011.32 


2,096.522.99 

$29,741,534.31 


268,198.02 

$29,473,336.29 
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EXHIBIT  D 

SAN  FRANCISCO  WATER  DEPARTMENT 
SUMMARY  OF  SURPLUS  ACCOUNT 
FROM  MARCH  3,  1930  TO  JUNE  30,  1949 


Initial  Surplus  at  March  3, 1930 : 

Excess  earnings  of  Spring  Valley  Water  Company  from 
1922  to  1930  applied  as  a reduction  of  the  purchase  price 
in  accordance  with  order  of  the  Railroad  Commission  of 


the  State  of  California $ 4,152,652.24 

Valuation  placed  upon  Municipal  Water  Works 100,000.00 


Total $ 4,252,652.24 

Less — Additional  allowance  for  depreciation  from  March  1, 

1920,  to  March  3,  1930 2,327,916.67 


Remainder $ 1,924,735.57 


Additions : 


Net  income,  March  3,  1930,  to  June  30,  1949, 
including  miscellaneous  year  to  year  sur- 
plus adjustments $46,362,533.85 

Grants  earned  on  Federal  Works  Projects 2,358,987.60 

Bond  premiums  less  bond  expenses  on  sale  of 

1933  Water  Distribution  Bonds 808,292.40 

Properties  and  materials  from  Newark-San 
Lorenzo  Pipeline  transferred  from  Hetch 
Hetchy  Water  Supply  and  Power  Project 

at  salvage  value 325,992.22 

Depreciated  value  of  twelve-inch  mains  trans- 
ferred from  San  Francisco  Airport 20,898.83 

Labor  donated  by  Federal  Government  for 
construction  of  roof  over  Crystal  Springs 

Aqueduct  20,091.00 

City  of  Palo  Alto  contribution  to  cost  of  Palo 

Alto  Pipeline 217,207.04 

Cash  received  under  agreements  relating  to 

Palo  Alto  Pipeline 112,000.00 


50,226,002.94 


Total. 


$52,150,738.51 


Deductions: 

Contributions  to  General  Fund $15,992,457.24 

Contributions  to  Hetch  Hetchy  Water  Supply 

and  Power  Project  to  June  30,  1946 4,474,227.69 

Contribution  to  1947  Hetch  Hetchy  Water 
Bond  Fund  for  bond  redemption  and  inter- 
est during  construction 70,475.59 

Land  contributed  to  City  and  County  of  San 
Francisco  and  to  Joint  Highway  Commis- 
sion for  streets  and  boulevards 149,766.79 

Excess  of  adjusted  book  value  of  plant  over 

appraisal  at  December  31, 1937 1,990,474.91  22,677,402.22 


Balance,  June  30,  1949. 


$29,473,336.29 


Hetch  Hetchy  Water  Supply 
and  Power  Project 

T 

REPORT  ON  EXAMINATION  OF  ACCOUNTS 
FOR  THE  FISCAL  YEAR  ENDED 
JUNE  30,  1949 
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Barrow,  Wade,  Guthrie  & Co. 

Accountants  and  Auditors 

155  SANSOME  STREET,  SAN  FRANCISCO,  CALIF. 


Honorable  Harry  D.  Ross,  Controller, 

City  and  County  of  San  Francisco, 

San  Francisco,  California 

Dear  Sir: 

In  conformity  with  the  terms  of  our  contract  with  you  dated  July  22,  1949, 
we  have  examined  the  balance  sheet  of  the  Hetch  Hetchy  Water  Supply  and 
Power  Project  as  at  June  30,  1949,  and  the  statements  of  operations  and 
surplus  for  the  fiscal  year  then  ended  together  with  schedules  in  support 
thereof.  Our  examination  was  made  in  accordance  with  generally  accepted 
auditing  standards  and  accordingly  included  such  tests  of  the  accounting 
records  and  such  other  auditing  procedures  as  we  considered  necessary  in  the 
circumstances.  The  accounts  of  the  1947  Hetch  Hetchy  Water  Bond  Fund  are 
incorporated  in  the  accounts  of  the  Hetch  Hetchy  Water  Supply  and  Power 
Project. 

The  consultant  and  statistician  of  the  Grand  Jury  participated  in  a review 
of  our  report. 

The  following  statements  are  incorporated  in,  and  form  a part  of,  this 
report : 

Exhibit 

“A” — Balance  Sheet  as  at  June  30, 1949. 

“B” — Statement  of  Operations  for  the  fiscal  year  ended  June  30, 1949. 

“C” — Statement  of  Surplus  for  the  fiscal  year  ended  June  30, 1949. 

Schedule 


No.  1 — Production  Expenses  for  the  fiscal  year  ended  June  30, 1949. 

No.  2 — Power  Transmission  and  Distribution  Expenses  for  the  fiscal  year 
ended  June  30, 1949. 

No.  3 — Administrative  and  General  Expenses  for  the  fiscal  year  ended  June 
30, 1949. 


OPERATIONS 

The  results  of  operations  of  the  project  are  set  forth  in  Exhibit  "B”  and  are 
summarized  as  follows : 


Revenues: 

Power  sales $3,390,905.66 

Receipt  by  transfer  from  the  Water  Department  3,780,804.29 

Other  23,435.68  $7,195,145.63 


Expenses : 

Operating $1,761,431.01 

Bond  interest 2,029,342.71 

Provision  for  depreciation 1,509,904.71  5,300,678.43 


Net  excess  of  revenues  transferred  to  surplus $1,894,467.20 
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Revenue  from  the  disposal  of  power  includes  sales  to  Permanente  Cement 
Company,  Permanente  Metals  Corporation,  power  sold  to  the  Modesto  and 
Turlock  irrigation  districts  and  miscellaneous  sales  as  well  as  the  energy 
furnished  to  the  Municipal  Railway  and  for  other  municipal  purposes. 

Energy  for  municipal  purposes  is  charged  to  the  consuming  departments  at 
rates  approved  by  the  Public  Utilities  Commission.  We  understand  that  these 
rates  are  the  same  as  would  be  charged  by  Pacific  Gas  & Electric  Company 
if  that  company  were  the  supplier. 

We  are  also  advised  that  outside  commercial  sales  conform  to  the  require- 
ments of  an  Act  of  Congress  known  as  the  Raker  Act,  enacted  in  1913.  Under 
Section  6 of  this  Act  the  City  as  grantee  is  prohibited  from  letting  or  selling 
the  right  to  resell  water  and  power  sold  by  it  to  any  corporation  or  person 
other  than  municipalities  or  irrigation  districts.  In  consequence  outside  com- 
mercial sales  are  effectuated  under  the  following  agreements : 

1.  Agreement  dated  March  14,  1945  between  the  City  of  San  Francisco  and 
Pacific  Gas  & Electric  Company,  effective  July  1,  1945  to  March  11,  1954. 
Provides : That  the  Hetch  Hetchy  hydroelectric  plants  will  deliver  to  Paci- 
fic Gas  & Electric  Company  at  its  Newark  substation  all  the  energy  re- 
quired by  the  City  for  municipal  purposes,  that  the  company  will  furnish 
supplementary  energy  needed  for  such  purposes  in  excess  of  the  output  of 
the  City’s  plants  and  that  the  City  shall  receive  credit  for  any  energy 
delivered  to  Pacific  Gas  & Electric  Company  at  Newark  in  excess  of  the 
City’s  requirements.  The  agreement  specifies  the  rates  at  which  the 
charges  and  credits  are  made. 

2.  Agreement  dated  April  18,  1945  between  the  City  and  Pacific  Gas  & Elec- 
tric Company,  effective  July  1,  1945  to  November  30,  1949.  Provides : That 
Pacific  Gas  & Electric  Company  will  lease  certain  transmission  facilities 
and  lines,  at  its  Newark  substation,  to  the  City  in  consideration  of  a 
monthly  rental  of  $4,499.99  and  in  addition  sell  to  the  City  supplementary 
energy  as  required  over  and  above  the  output  of  the  Hetch  Hetchy  plants 
at  rates  specified  in  the  above  agreement. 

3.  Agreement  dated  April  18,  1945  between  the  City  and  Pacific  Gas  & Elec- 
tric Company,  effective  July  1,  1945  to  November  30,  1949.  Provides:  That 
Pacific  Gas  & Electric  Company  assigns  its  contract  with  Permanente 
Cement  Company  dated  November  11,  1944  to  the  City.  The  assignment 
enables  the  City  to  sell  electric  energy  to  the  latter  company  to  be  delivered 
from  Newark  on  transmission  facilities  and  lines  leased  by  the  City  from 
Pacific  Gas  & Electric  Company.  Billings  are  to  be  made  in  accordance 
with  the  rates  specified  in  the  assigned  contract. 

4.  Agreement  dated  April  18,  1945  between  the  City  and  Pacific  Gas  & Elec- 
tric Company,  effective  July  1,  1945  to  November  30,  1949.  Provides:  That 
Pacific  Gas  & Electric  Company  assigns  its  contract  with  Permanente 
Metals  Corporation  to  the  City.  The  assignment  enables  the  City  to  sell 
electric  energy  to  the  latter  company  to  be  delivered  from  Newark  on 
transmission  facilities  and  lines  leased  to  the  City  from  Pacific  Gas  & 
Electric  Company.  Billings  are  made  in  accordance  with  the  rates  specified 
in  the  contract  assigned. 

5.  Agreement  dated  March  12,  1945  between  the  City  and  Modesto  and  Tur- 
lock Irrigation  Districts,  effective  March  11,  1945  to  March  11,  1954. 
Provides : That  the  City  furnish  from  its  Hetch  Hetchy  generating  plants 
all  supplementary  power  necessary  to  enable  the  said  irrigation  districts  to 
fulfill  the  requirements  of  consumers  within  their  respective  districts  and 
at  rates  specified  in  the  agreement. 

Our  examination  satisfied  us  that  deliveries  and  billings,  from  an  account- 
ing standpoint,  were  in  compliance  with  the  agreements. 

Section  130  of  the  City  Charter  provides  that  if  rates  charged  by  a City 
operated  public  utility  is  not  sufficient  to  render  the  utility  self-supporting, 
the  Board  of  Supervisors  shall  levy  taxes  sufficient  to  provide  the  necessary 
funds.  The  revenues  of  the  Water  Supply  division  consist  almost  entirely  of  an 
allowance  of  $983,111.74  for  water  used  by  the  hydroelectric  plants  of  the 
Power  division  and  of  an  appropriation  of  $3,780,804.29  paid  by  the  San  Fran- 
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Barrow,  Wade,  Guthrie  & Co. 

Accountants  and  Auditors 

155  SANSOME  STREET,  SAN  FRANCISCO,  CALIF. 


Honorable  Harry  D.  Ross,  Controller, 

City  and  County  of  San  Francisco, 

San  Francisco,  California 

Dear  Sir: 

In  conformity  with  the  terms  of  our  contract  with  you  dated  July  22,  1949, 
we  have  examined  the  balance  sheet  of  the  Hetch  Hetchy  Water  Supply  and 
Power  Project  as  at  June  30,  1949,  and  the  statements  of  operations  and 
surplus  for  the  fiscal  year  then  ended  together  with  schedules  in  support 
thereof.  Our  examination  was  made  in  accordance  with  generally  accepted 
auditing  standards  and  accordingly  included  such  tests  of  the  accounting 
records  and  such  other  auditing  procedures  as  we  considered  necessary  in  the 
circumstances.  The  accounts  of  the  1947  Hetch  Hetchy  Water  Bond  Fund  are 
incorporated  in  the  accounts  of  the  Hetch  Hetchy  Water  Supply  and  Power 
Project. 

The  consultant  and  statistician  of  the  Grand  Jury  participated  in  a review 
of  our  report. 

The  following  statements  are  incorporated  in,  and  form  a part  of,  this 
report : 

Exhibit 

“A” — Balance  Sheet  as  at  June  30, 1949. 

“B” — Statement  of  Operations  for  the  fiscal  year  ended  June  30, 1949. 

“C” — Statement  of  Surplus  for  the  fiscal  year  ended  June  30, 1949. 

Schedule 

No.  1 — Production  Expenses  for  the  fiscal  year  ended  June  30, 1949. 

No.  2 — Power  Transmission  and  Distribution  Expenses  for  the  fiscal  year 
ended  June  30, 1949. 

No.  3 — Administrative  and  General  Expenses  for  the  fiscal  year  ended  June 
30, 1949. 

OPERATIONS 

The  results  of  operations  of  the  project  are  set  forth  in  Exhibit  “B”  and  are 
summarized  as  follows : 


Revenues : 

Power  sales $3,390,905.66 

Receipt  by  transfer  from  the  Water  Department  3,780,804.29 

Other 23,435.68  $7,195,145.63 


Expenses : 

Operating $1,761,431.01 

Bond  interest 2,029,342.71 

Provision  for  depreciation 1,509,904.71  5,300,678.43 


Net  excess  of  revenues  transferred  to  surplus $1,894,467.20 
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Revenue  from  the  disposal  of  power  includes  sales  to  Permanente  Cement 
Company,  Permanente  Metals  Corporation,  power  sold  to  the  Modesto  and 
Turlock  irrigation  districts  and  miscellaneous  sales  as  well  as  the  energy 
furnished  to  the  Municipal  Railway  and  for  other  municipal  purposes. 

Energy  for  municipal  purposes  is  charged  to  the  consuming  departments  at 
rates  approved  by  the  Public  Utilities  Commission.  We  understand  that  these 
rates  are  the  same  as  would  be  charged  by  Pacific  Gas  & Electric  Company 
if  that  company  were  the  supplier. 

We  are  also  advised  that  outside  commercial  sales  conform  to  the  require- 
ments of  an  Act  of  Congress  known  as  the  Raker  Act,  enacted  in  1913.  Under 
Section  6 of  this  Act  the  City  as  grantee  is  prohibited  from  letting  or  selling 
the  right  to  resell  water  and  power  sold  by  it  to  any  corporation  or  person 
other  than  municipalities  or  irrigation  districts.  In  consequence  outside  com- 
mercial sales  are  effectuated  under  the  following  agreements : 

1.  Agreement  dated  March  14,  1945  between  the  City  of  San  Francisco  and 
Pacific  Gas  & Electric  Company,  effective  July  1,  1945  to  March  11,  1954. 
Provides : That  the  Hetch  Hetchy  hydroelectric  plants  will  deliver  to  Paci- 
fic Gas  & Electric  Company  at  its  Newark  substation  all  the  energy  re- 
quired by  the  City  for  municipal  purposes,  that  the  company  will  furnish 
supplementary  energy  needed  for  such  purposes  in  excess  of  the  output  of 
the  City’s  plants  and  that  the  City  shall  receive  credit  for  any  energy 
delivered  to  Pacific  Gas  & Electric  Company  at  Newark  in  excess  of  the 
City’s  requirements.  The  agreement  specifies  the  rates  at  which  the 
charges  and  credits  are  made. 

2.  Agreement  dated  April  18,  1945  between  the  City  and  Pacific  Gas  & Elec- 
tric Company,  effective  July  1,  1945  to  November  30,  1949.  Provides:  That 
Pacific  Gas  & Electric  Company  will  lease  certain  transmission  facilities 
and  lines,  at  its  Newark  substation,  to  the  City  in  consideration  of  a 
monthly  rental  of  $4,499.99  and  in  addition  sell  to  the  City  supplementary 
energy  as  required  over  and  above  the  output  of  the  Hetch  Hetchy  plants 
at  rates  specified  in  the  above  agreement. 

3.  Agreement  dated  April  18,  1945  between  the  City  and  Pacific  Gas  & Elec- 
tric Company,  effective  July  1,  1945  to  November  30,  1949.  Provides:  That 
Pacific  Gas  & Electric  Company  assigns  its  contract  with  Permanente 
Cement  Company  dated  November  11,  1944  to  the  City.  The  assignment 
enables  the  City  to  sell  electric  energy  to  the  latter  company  to  be  delivered 
from  Newark  on  transmission  facilities  and  lines  leased  by  the  City  from 
Pacific  Gas  & Electric  Company.  Billings  are  to  be  made  in  accordance 
with  the  rates  specified  in  the  assigned  contract. 

4.  Agreement  dated  April  18,  1945  between  the  City  and  Pacific  Gas  & Elec- 
tric Company,  effective  July  1,  1945  to  November  30,  1949.  Provides:  That 
Pacific  Gas  & Electric  Company  assigns  its  contract  with  Permanente 
Metals  Corporation  to  the  City.  The  assignment  enables  the  City  to  sell 
electric  energy  to  the  latter  company  to  be  delivered  from  Newark  on 
transmission  facilities  and  lines  leased  to  the  City  from  Pacific  Gas  & 
Electric  Company.  Billings  are  made  in  accordance  with  the  rates  specified 
in  the  contract  assigned. 

5.  Agreement  dated  March  12,  1945  between  the  City  and  Modesto  and  Tur- 
lock Irrigation  Districts,  effective  March  11,  1945  to  March  11,  1954. 
Provides : That  the  City  furnish  from  its  Hetch  Hetchy  generating  plants 
all  supplementary  power  necessary  to  enable  the  said  irrigation  districts  to 
fulfill  the  requirements  of  consumers  within  their  respective  districts  and 
at  rates  specified  in  the  agreement. 

Our  examination  satisfied  us  that  deliveries  and  billings,  from  an  account- 
ing standpoint,  were  in  compliance  with  the  agreements. 

Section  130  of  the  City  Charter  provides  that  if  rates  charged  by  a City 
operated  public  utility  is  not  sufficient  to  render  the  utility  self-supporting, 
the  Board  of  Supervisors  shall  levy  taxes  sufficient  to  provide  the  necessary 
funds.  The  revenues  of  the  Water  Supply  division  consist  almost  entirely  of  an 
allowance  of  $983,111.74  for  water  used  by  the  hydroelectric  plants  of  the 
Power  division  and  of  an  appropriation  of  $3,780,804.29  paid  by  the  San  Fran- 
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cisco  Water  Department,  which  are  sufficient  to  render  it  self-supporting. 
These  inter-departmental  transfers  are  as  set  forth  in  the  Annual  Appropria- 
tion Ordinance  for  the  fiscal  year  1948-1949. 

Expenses  of  production,  transmission,  distribution  and  administration  are 
given  in  Schedules  No.  1,  No.  2 and  No.  3.  Bond  interest  and  depreciation  are 
shown  separately  on  Exhibit  "B”  as  deductions  from  the  combined  revenues. 
It  was  not  practicable  to  apportion  them  accurately  as  between  the  Water 
Supply  and  Power  divisions.  Further  reference  is  made  to  this  in  the  com- 
ment on  Properties. 

It  will  be  noticed  that  Administrative  and  General  Expense,  Schedule  No.  3, 
includes  the  rental  payable  to  the  Federal  Government  under  Section  7 of  the 
Raker  Act  in  the  sum  of  $30,000.00  per  annum,  for  the  various  rights  granted 
to  the  City  with  respect  to  the  public  lands  utilized  by  the  Hetch  Hetchy 
project. 

An  expense  item  of  $19,048.51  also  appears  on  Schedule  No.  3 for  city, 
county  and  irrigation  district  taxes.  In  this  connection  Section  64  of  the 
Charter  of  the  City  and  County  of  San  Francisco  provides  that  the  accounts 
of  municipally  owned  utilities  should  include  estimates  of  the  amount  of  taxes 
that  would  be  assessed  against  such  properties  if  privately  owned  and  oper- 
ated. The  sum  stated  is  the  amount  of  such  taxes  paid  during  the  year  exam- 
ined. If  privately  owned  the  project  would  also  be  subject  to  Federal  and 
State  taxes  on  income.  These,  however,  have  not  been  taken  into  account. 

For  the  reasons  given  the  amount  of  $1,894,467.20  transferred  to  Surplus, 
Exhibit  “B,”  is  designated  net  excess  of  revenue  rather  than  net  profits. 


BALANCE  SHEET 

The  financial  position  of  Hetch  Hetchy  Water  Supply  and  Power  Project 
is  set  forth  in  the  Balance  Sheet  — Exhibit  “A.”  We  comment  upon  the  major 
items  contained  therein  as  follows: 


ASSETS 

Properties  (net)  —$90,111,581.29: 

The  recorded  changes  in  the  major  classification  of  property  accounts  for 


the  fiscal  year  ended  June  30, 

1949  are  summarized  as  follows: 

ASSET 

Total 

Water  Supply 

Power 

Balance — July  1,  1948 

.$106,378,732.07 

$ 93,899,082.71 

$12,479,649.36 

Additions 

867,859.02 

542,303.53 

325,555.49 

Increase  in  construction 

in  progress 

7,085,604.79 

7,085,604.79 

$114,332,195.88 

$101,526,991.03 

$12,805,204.85 

Retirements  

77,497.92 

70,105.92 

7,392.00 

Balance — June  30,  1949 

.$114,254,697.96 

$101,456,885.11 

$12,797,812.85 

RESERVE 

Balance — July  1,  1948 

.$  22,640,254.26 

$ 16,695,907.26 

$ 5,944,347.00 

Additions 

1,509,904.71 

1,276,195.32 

233,709.39 

$ 24,150,158.97 

$ 17,972,102.58 

$ 6,178,056.39 

Retirements  

7,042.30 

377.00 

6,665.30 

Balance — June  30,  1949 

.$  24,143,116.67 

$ 17,971,725.58 

$ 6,171,391.09 

Net  Asset 

.$  90,111,581.29 

$ 83,485,159.53 

$ 6,626,421.76 

Our  examination  of  property  accounts  was  limited  to  the  additions  and  re- 
tirements for  the  current  fiscal  year  and  did  not  contemplate  the  distinction 
between  Water  and  Power  assets. 
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Construction  in  progress  amounted  to  $7,183,689.25  at  June  30,  1949;  of 
which  amount  $408,495.92  represents  incurred  costs  on  projects  ultimately  to 
be  used  by  the  San  Francisco  Water  Department. 

Bond  interest  capitalized  as  being  applicable  to  various  periods  of  construc- 
tion aggregated  $193,621.97  during  the  current  fiscal  year. 

Section  128  of  the  City  Charter  required  an  appraisal  be  made  of  the  value 
of  the  properties  during  the  fiscal  year  1937-1938  and  every  five  years  there- 
after, or  in  lieu  of  an  appraisal  a revision  of  the  next  preceding  appraisal. 
Based  on  these  appraisals  and  the  probable  useful  life  of  each  class  of  property 
the  provision  for  depreciation  was  to  be  computed.  The  Bureau  of  Engineering 
of  the  Public  Utilities  Commission  made  an  appraisal  as  at  June  30,  1938 
which  was  revised  as  at  June  30,  1943.  A revision  of  the  appraisal  as  at  June 
30,  1948  is  currently  being  assembled,  but  the  final  result  is  not  available  at 
the  date  of  this  report.  Based  on  the  1943  revision,  properties  used  exclusively 
for  power  purposes  have  been  allocated  to  the  Power  division;  all  other  prop- 
erties, i.e.,  property  used  for  water  purposes  as  well  as  property  used  jointly 
for  water  and  power,  have  been  allocated  to  the  Water  division.  Bonded  in- 
debtedness have  been  apportioned  on  a basis  of  the  percentages  thus  derived, 
as  follows : 

Appraised  Percentage 

Valuation  of  Total 


Water  division $ 95,269,346  88.4% 

Power  division 12,484,771  11.6% 


$107,754,117  100.0% 


In  accordance  with  Section  128.1  of  the  City  Charter,  $58,330.00  has  been 
appropriated  for  reconstruction  and  replacements  of  the  Water  division  and 
$143,201.00  for  the  Power  division.  These  funds  have  been  set  aside  for  the 
purposes  indicated.  The  balance  in  these  funds  amounted  to  $848,717.36  at 
June  30, 1949. 

Section  122  of  the  Charter  contemplates  the  merger  of  the  Hetch  Hetchy 
project  with  the  Water  Department,  however  it  is  the  opinion  of  the  City 
Attorney  that  this  is  not  possible  at  the  present  ime. 


Cash  — $8,852,623.43: 

Cash  under  the  Treasurer’s  custodianship  was  held  in  the  following  funds: 


Operating  fund $ 527,653.66 

Reconstruction  and  replacement  fund 848,717.36 

Construction  fund 108,932.29 

Bond  interest  fund 541,930.00 

Bond  redemption  fund 1,016,000.00 

Land  purchase  fund 105,934.65 

1947  Hetch  Hetchy  bond  fund 5,697,255.97 


$8,846,423.93 


These  funds  were  verified  in  accordance  with  regular  audit  procedures,  and 
were  compared  with  the  audited  balances  of  the  Controller’s  records. 

Other  cash  not  in  possession  of  the  Treasurer  consisted  of : 


Cash  in  banks $3,400.00 

Petty  cash  funds 600.00 

Cash  in  transit 2,199.50 


$6,199.50 

Cash  in  all  banks  was  verified  by  direct  correspondence  with  the  deposi- 
taries. Petty  cash  funds  were  counted  or  confirmed  by  custodian’s  certificates. 
Cash  in  transit  was  traced  to  the  Treasurer’s  records  and  was  found  to  be  duly 
deposited  during  the  month  of  July. 
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Accounts  Receivable — $141,327.70: 

We  requested  and  received  confirmations  of  a representative  number  of 
these  accounts.  In  the  main  they  represent  current  charges  for  electric  energy 
and  were  liquidated  during  the  months  of  July  and  August. 

Interfund  Accounts  — $291,526.85 : 

Interfund  accounts  consist  of  the  following  amounts  due  by  other  depart- 
ments of  the  City  and  County: 

Public  Service  Enterprises : 

Municipal  Railway $ 20,507.31 

San  Francisco  Airport 118,110.29 

Public  Utilities  Commission 150.521.95  $289,139.55 

General  City  and  County: 

Department  of  Public  Works $ 1,973.00 

Recreation  Department 414.30  2,387.30 

$291,526:85 

We  examined  reports  rendered  by  the  various  Public  Service  Enterprises 
and  found  them  to  be  in  agreement  with  the  amounts  stated. 

Deferred  Charges: 

Material  and  Supplies  — $33,431.11: 

The  above  amount  represents  the  value  of  the  inventory  of  material  and 
supplies  on  hand.  We  tested  the  computations  and  pricing  and  satisfied  our- 
selves as  to  the  physical  existence  of  the  items  contained  in  this  account. 

Preliminary  Investigations  and  Surveys  — $235,179.24: 

Work  in  Progress  — $560,970.14: 

These  items  represent  preliminary  expenditures  in  connection  with  the 


following  projects: 

Preliminary  Investigations : 

Cherry  River  Project $211,862.24 

Development  of  water  resources 14,603.16 

Snow  surveys  and  stream  flow  measurments 8,713.84 

$235,17934 

Work  in  Progress : 

Retirement  work $161,385.47 

Accounts  receivable  and  interfund  work 372,375.13 

Depreciation  replacements 21,826.01 

Miscellaneous  ...i„ 5,383.53 


$560,970.14 

Additions  to  the  accounts  were  verified  by  an  extensive  test  inspection  of 
payroll  records,  transportation  reports,  material  records,  vendors’  invoices 
and  appropriations.  Examination  of  the  payroll  and  material  records,  how- 
ever, was  limited  to  summaries  prepared  by  the  field  offices,  and  to  a scrutiny 
of  the  methods  by  which  they  were  compiled. 

Commitments  — $ 1 ,570,332.51 : 

This  total  represents  contingent  assets  not  yet  in  possession  of  the  Hetch 
Hetchy  project  and  is  offset  by  a contingent  liability  in  the  same  amount 
shown  on  the  balance  sheet  as  a contra  item.  It  consists  of  purchase  orders, 
contracts  and  other  commitments,  as  well  as  estimates  covering  work  orders 
to  be  performed  by  the  following  City  departments: 


San  Francisco  Water  Department $ 2,000.00 

Purchaser  345.25 

Department  of  Public  Works 4,320.00 

Controller  10,500.00 

Municipal  Railway 100.00 

Real  Estate  Department 250.00 

$17751^25 
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Prepaid  Insurance,  Expense,  etc.  — $14,514.34: 


This  item  consists  of : 

Prepaid  insurance $ 179.88 

Unamortized  balance  of  consumers  deposit  — 

Tesla  Chlorinator  Power  Line 308.66 

Advances  to  Public  Utilities  Commission, 

partly  refundable ...!.. 6,630.30 

Advances  — Bureau  of  Engineering  — Contra 7,395.50 


$14,514.34 


LIABILITIES 

Bonded  Debt  — $53,916,000.00: 

All  outstanding  bonds  of  the  City  were  verified  by  the  auditors  of  the  Con- 
troller’s office.  We  examined  their  audit  papers  and  saw  that  their  findings 
were  in  agreement  with  the  Hetch  Hetchy  records.  The  details  of  unmatured 
bonds  outstanding  are  set  forth  below : 


Redeemed  Redeemed  Outstanding 

Prior  Years  1948-49  June  30,  1949 


Jan.  1, 1909,41/2% $ 600,000.00 

July  1, 1910,  4%  % 45,000,000.00 

Jan.  1,1925,5% 10,000,000.00 

July  1, 1928,  4%  % 24,000,000.00 


$ 600,000.00 

27,987,000.00 

4.748.000. 00 

5.999.000. 00 


$1,002,000.00 

252.000. 00 

601.000. 00 


$16,011,000.00 

5,000,000.00 

17,400,000.00 


June  1, 1932 : 


4.325.000. 00 

1.234.000. 00 

143.000. 00 

280.000. 00 

194.000. 00 

324.000. 00 

3.500.000. 00 


1.690.000. 00 

82,000.00 

103,000.00 

20,000.00 

24.000. 00 

80.000. 00 

2.450.000. 00 


166,000.00 


13,000.00 


8,000.00 

10,000.00 

174,000.00 


2.469.000. 00 

1.152.000. 00 

27,000.00 

260,000.00 

162,000.00 

234.000. 00 

876.000. 00 


Feb.  1, 1947,  Series  “A” : 

4y2% 

21/2% 

2% 

1%% 


750,000.00 

3.750.000. 00 

1.500.000. 00 
1,500,000.00 


375,000.00 


375,000.00 

3.750.000. 00 

1.500.000. 00 
1,500,000.00 


Aug.  1, 1948,  Series  “B”: 

iy2% 800,000.00 

1%% 550,000.00 


800,000.00 

550,000.00 


Mar.  1, 1949,  Series  “C”: 

5% 

1%% 


100,000.00 

1,750,000.00 


100,000.00 

1,750,000.00 


$100,300,000.00 


$43,783,000.00  $2,601,000.00  $53,916,000.00 
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Bond  Interest  — $1,037,191.24: 

A summary  of  the  bond  interest  applicable  to  the  various  issues  is  given  as 
follows: 


Total  July^h  1949 


Warrants  Outstanding  — $250,087.16: 

These  outstanding  warrants  were  issued  against  the  following  funds : 


Operating  fund $227,179.17 

Reconstruction  and  replacement 619.15 

1947  Hetch  Hetchy  Water  Bond  fund 462.50 

Payroll  deductions 21,826.34 


$250,087.16 


The  balances  were  found  to  be  in  agreement  with  the  records  of  the  Con- 
troller’s office. 


Accounts  Payable  — Materials  and  Services  — $1,263,810.18: 

Accounts  payable  include  charges  for  completed  services  rendered  on  con- 
tracts under  the  1947  Hetch  Hetchy  Water  Bond  Fund  and  other  miscellaneous 
items  as  follows : 


C.  Norman  Peterson $ 2,797.34 

United  Concrete  Pipe  Corporation 293,358.22 

P.  and  J.  Artukovich,  Inc 933,118.54 

McGuire  and  Hester 28,264.06 

Miscellaneous  6,272.02 


$1,263,810.18 


Accrued  Rent  Due  United  States  Government  Under  Raker  Act  — $15,000.00: 
This  represents  accrued  rent  for  the  six  months’  period  ended  June  30,  1949, 
in  connection  with  the  various  rights  to  public  lands  granted  to  the  City  under 
the  Raker  Act. 
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Contract  Retentions  — $648,312.59: 

This  consists  of  withholdings  on  partly  completed  contracts  and  is  10%  of 
the  cost  to  date  of  these  contracts. 

Interfund  Accounts  — $176,618.12: 

These  amounts  due  other  departments  on  interfund  accounts  are  as  follows : 
Public  Service  Enterprises. 

San  Francisco  Water  Department $163,507.26 

Public  Utilities  Commission 338.49  $163,845.75 


General  City  and  County: 

Employees  Retirement  System $ 10,493.19 

General  funds 2,269.18 

Recreation  Department 10.00  12,772.37 

$176,618.12 

We  were  unable  to  confirm  the  balance  to  the  credit  of  the  employees  retire- 
ment system  for  the  reason  that  the  accounting  records  of  that  department 
were  in  arrears  at  the  time  of  our  examination. 

Deferred  Credits  — $59,077.17 : 

The  deferred  credits  include  the  following  balances  which  are  in  the  nature 


of  operating  reserves : 

Reserve  for  vacations $19,581.50 

Reserve  for  sick  leave 1,545.62 

Reserve  for  compensation  insurance 13,044.73 

Advance  — Municipal  Railway  ■ - 

Bureau  of  Engineering 4,930.33 


Advance  — Bureau  of  Engineering  — Contra 7,395.50 

$46,497.68 


Unamortized  bond  premium  in  the  sum  of  $12,304.18  represents  the  excess 
of  the  cash  proceeds  over  the  face  amount  of  the  1947  Hetch  Hetchy  bonds 
sold,  less  $2,022.82  credited  to  interest  during  construction. 


GENERAL 

We  were  advised  by  the  City  Attorney  that  a claim  for  $35,841.24  has  been 
filed  against  the  City  by  a contractor  because  of  delay  by  the  City  in  acquiring 
rights-of-way.  This  claim  will  be  disputed  and  may  require  litigation.  In  addi- 
tion the  City  Attorney  advises  that  several  pending  cases  where  damages  are 
asserted  due  to  the  drying  of  wells  and  springs  in  the  construction  of  tunnels 
for  the  Hetch  Hetchy  Project  may  be  settled  shortly,  but  that  the  amounts  of 
judgments  and/or  expense  cannot  be  estimated. 

We  found  that  the  records  were  well  kept  and  we  had  the  courteous  coopera- 
tion of  all  officials  and  employees  of  the  Hetch  Hetchy  project  and  of  the 
Controller’s  office. 


OPINION 

In  our  opinion  the  accompanying  balance  sheet  and  related  statements  of 
operations  and  surplus  present  fairly  the  position  of  the  Hetch  Hetchy  Water 
Supply  and  Power  Project  at  June  30,  1949  and  the  results  of  its  operations 
for  the  fiscal  year  then  ended  on  a basis  consistent  with  that  of  the  preceding 
year. 

Respectfully  submitted, 

BARROW,  WADE,  GUTHRIE  & CO. 

Accountants  and  Auditors 
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EXHIBIT  “A” 

HETCH  HETCHY  WATER  SUPPLY  AND  POWER  PROJECT 
BALANCE  SHEET 
As  at  June  30, 1949 


ASSETS 

Properties: 

Fixed  capital  in  service.. ..$106, 302,019. 33 
Amazon  and  Glen  Park 

sites  (non-operative)....  411,625.00  $106,713,644.33 

Fixed  capital  in  service — operated  by 

San  Francisco  Water  Department 357,364.38 

$107,071,008.71 

Less:  Reserve  for  depreciation 24,143,116.67 

$ 82,927,892.04 

Construction  in  progress 7,183,689.25  $ 90,111,581.29 


Cash: 

On  deposit  with  Treasurer $ 8,846,423.93 

Other  6,199.50  8,852,623.43 


Accounts  Receivable. 


141,327.70 


Interfund  Accounts : 

Public  service  enterprises $ 289,139.55 

General  City  and  County 2,387.30  291,526.85 


Deferred  Charges: 

Materials  and  Supplies $ 33,431.11 

Preliminary  investigations  and  surveys 235,179.24 

Work  in  progress 560,970.14 

Commitments  (contra) 1,570,332.51 

Prepaid  insurance,  expense,  etc 14,514.34  2,414,427.34 


$101,811,486.61 
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EXHIBIT  “A” 

HETCH  HETCHY  WATER  SUPPLY  AND  POWER  PROJECT 
BALANCE  SHEET 
As  at  June  30, 1949 


LIABILITIES 

Bonded  Debt: 

Due  July  1,  1949 $ 1,600,000.00 

Due  December  1,  1949,  to  July  1,  1978 52,300,000.00 

Matured  bonds  not  presented  for  payment....  16,000.00  $ 53,916,000.00 


Bond  Interest : 

Due  July  1,  1949 $ 876,500.00 

Accrued,  not  due 107,792.49 

Matured  coupons  not  presented  for  payment  52,898.75  1,037,191.24 


Accounts  Payable  and  Commitments: 

Warrants  outstanding 

Contracts,  purchase  orders  and 
other  commitments : 

Accounts  payable  — 

materials  and  service $1,263,810.18 

Commitments  (contra) 1,570,332.51 

Accrued  rent  due  United  States  Government 

under  Raker  Act 15,000.00 

Contract  retentions 648,312.59  3,747,542.44 


.$  250,087.16 


2,834,142.69 


Interfund  Accounts : 

Public  service  enterprises $ 163,845.75 

General  City  and  County 12,772.37  176,618.12 


Deferred  Credits : 

Operating  reserves 

Unamortized  bond  premiums. 

Miscellaneous 

Surplus  — Exhibit  “C” 


.$  46,497.68 

12,304.18 

275.31  59,077.17 

42,875,057.64 


$101,811,486.61 
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EXHIBIT  “B” 

HETCH  HETCHY  WATER  SUPPLY  AND  POWER  PROJECT 
STATEMENT  OF  OPERATIONS 
For  the  Fiscal  Year  Ended  June  30, 1949 


Total 

Revenues: 

Power  sales : 

Permanente  Cement  Co $ 738,300.15 

Permanente  Metals  Corp 78,479.65 

Pacific  Gas  & Electric  Co 172,667.18 

Modesto  and  Turlock  irriga- 
tion districts 407,016.00 

City  and  County  of 
San  Francisco: 

Municipal  Railway 799,010.28 

Street  lighting 427,345.60 

Other  City  and  County 766,541.98 

Miscellaneous  1,544,82 

Total  power  sales $3,390,905.66 

Charge  for  use  of  water  for 


power  by  Hetch  Hetchy  Power 

Division  (see  contra) t 

Receipts  by  transfer  from  San 

Francisco  Water  Department..  3,780,804.29 
Total  operating  revenue..$7, 171, 709.95 


$ 983,111.74 

3,780,804.29 

$4,763,916.03 


$ 738,300.15 
78,479.65 
172,667.18 

407,016.00 


799,010.28 

427,345.60 

766,541.98 

1,544.82 

$3,390,905.66 


$3,390,905.66 


Other  revenues : 

Rents  14,784.48  345.73  14,438.75 

Meals  6,846.27  6,846.27 

Miscellaneous  1,804.93  128.30  1,676.63 

Total  other  revenues $ 23,435.68  $ 474.03  $ 22,961.65 


Total  revenues $7,195,145.63  $4,764,390.06  $3,113,867.31 


Expenses : 

Hetch  Hetchy  Water  Supply 
charge  for  use  of  water  for 

power  purposes  (see  contra)  t 

Purchase  of  power  from  Pacific 

Gas  & Electric  Co $ 69,157.40 

Production  Expenses  (Schedule 

No.  1)  406,624.00 

Transmission  and  distribution 

(Schedule  No.  2) 1,042,839.03 

Administrative  and  general 

(Schedule  No.  3) 242,810.58 

Total  expenses $1,761,431.01 

Excess  of  Revenues  Before  Bond 

Interest  and  Depreciation $5,433,714.62 


$ 983,111.74 

69,157.40 

$ 207,507.49  199,116.51 

1,042,839.03 

177,995.41  64,815.17 

$ 385,502.90  $2,359,039.85 

$4,378,887.16  $1,054.827.46 


Deduct : 

Bond  interest , $2,029,342.71 

Provision  for  depreciation 1,509,904.71 

$3,539,247.42 

Balance — Net  Excess  of  Revenues, 

Transferred  to  Surplus  (Exhibit 

“C”)  $1,894,467.20 


flnterdepartmental  transactions  omitted  from  total  column. 


EXHIBIT  “C” 

HETCH  HETCHY  WATER  SUPPLY  AND  POWER  PROJECT 
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STATEMENT  OF  SURPLUS 
For  the  Fiscal  Year  Ended  June  30, 1949 


Balance,  June  30, 1948 $40,920,272.74 

Additions : 

Net  excess  of  revenues  for  year  ended  June  30, 

1949  (Exhibit  “B”) $1 

Contribution  by  San  Francisco  Water  Depart- 
ment for  buildings  and  structure 

Contribution  by  San  Francisco  Water  Depart- 
ment for  interest  on  1947  Hetch  Hetchy 

Water  Bonds 

Contributions  by  San  Francisco  Water  Depart- 
ment for  redemption  of  1947  Hetch  Hetchy 


Water  Bonds 40,800.00 

Contributions  by  other  City  departments  for 

capital  additions  of  Engineering  Bureau 3,781.64 

Profits  on  disposal  or  exchange  of  capital 

assets  and  sale  of  scrap 37,176.62  2,121,014.51 


,894,467.20 

121,000.00 

23,789.05 


$43,041,287.25 


Deductions : 

Contribution  to  San  Francisco  Water  Depart- 
ment of  unexpended  funds  for  prior  years.. ..$  159,444.76 
Adjustment  of  prior  years  expenses  due  to 


settlement  of  retroactive  pay  claim 6,784.85  166,229.61 

Balance,  June  30,  1949  (Exhibit  “A”) $42,875,057.64 
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SCHEDULE  No.  1 

HETCH  HETCHY  WATER  SUPPLY  AND  POWER  PROJECT 


PRODUCTION  EXPENSES 
For  the  Fiscal  Year  Ended  June  30, 1949 


Contributions  to  retirement  system.. 


Maintenance : 

Buildings  and  structures 

Reservoirs,  dams  and  intakes 

Waterways 

Pipelines  

Forebays,  penstocks  and  tailraces... 

Roads  and  trails 

Aqueduct  tunnels 

Hydraulic  power  plant  equipment.. 
Miscellaneous  equipment,  etc., 


Miscellaneous: 


Total 

Water  Supply 

Power 

..$  20,458.43 

$ 20,458.43 

..  91,309.61 

91,309.61 

..  68,507.34 

$ 61,947.83 

6,559.51 

..  32,859.76 

1,846.74 

31,013.02 

..  21,455.31 

7,440.39 

14,014.92 

..$234,590.45 

$ 71,234.96 

$163,355.49 

..$  55,473.04 

$ 42,414.00 

$ 13,059.04 

5,651.37 

5,651.37 

9,155.55 

9,155.55 

..  10,801.41 

10,801.41 

5,244.97 

5,244.97 

..  36,888.16 

36,888.16 

..  23,292.92 

23,292.92 

..  15,077.38 

15,077.38 

4,910.42* 

H 

7,290.05* 

2,379.63 

:S 

..  10,274.85* 

10,274.85* 

..$146,399.53 

$110,638.51 

$ 35,761.02 

..$  19,190.25 

$ 19,190.25 

6,443.77 

6,443.77 

..$  25,634.02 

$ 25,634.02 

..$406,624.00 

$207,507.49 

$199,116.51 

^Indicates  red  figures. 
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SCHEDULE  No.  2 

HETCH  HETCHY  WATER  SUPPLY  AND  POWER  PROJECT 
TRANSMISSION  AND  DISTRIBUTION  EXPENSES 
For  the  Fiscal  Year  Ended  June  30, 1949 


Transmission  Expense : 
Operations : 


Superintendence  $ 10,240.31 

Substation  labor 9,699.85 

Transmission  line  labor 5,860.44 

Transmission  line  supplies  and  expense 816.75 

Contributions  to  retirement  system 2,568.70  $ 


Maintenance : 

Transmission  structures $ 47.13 

Substation  equipment 2,182.74 

Towers  and  fixtures 52.26 

Poles  and  fixtures 27.290  is 

Pole  and  tower  line  conductors 4,723.80 

Miscellaneous  1,075.22 

Extraordinary  maintenance 58,467.46 


29,186.05 


93,839.09 


Distribution  Expense : 

Operation  supervision  and  engineering $ 17,071.76 

Contributions  to  retirement  system 1,498.64 

Pacific  Gas  & Electric  Company  service  charges 
and  rentals  of  transmission  and  distribution 

facilities 901,243.49  919,813.89 


Total  Transmission  and  Distribution  Expense 
(Exhibit  “B”)  


$1,042,839.03 


SCHEDULE  No.  3 

HETCH  HETCHY  WATER  SUPPLY  AND  POWER  PROJECT 
ADMINISTRATIVE  AND  GENERAL  EXPENSES 
For  the  Fiscal  Year  Ended  June  30, 1949 


Contributions  to  retirement  system 

Services  of  other  departments 

Professional  services 

Stationery,  office  supplies  and  postage. 

Travel  and  other  expense 

Fire  insurance 

Automobile  insurance 

Injuries  and  damages 

Water  litigation  and 

damage  claims,  etc 

Miscellaneous  ■. 

Rent  paid  under  Raker  Act 

City,  county  and 


Total 

Water  Supply 

Power 

..$  26,656.22 

$ 20,066.75 

$ 6,589.47 

2,868.16 

2,119.05 

749.11 

..  114,474.28 

62,232.78 

52,241.50 

...  3,395.38 

1,620.38 

1,775.00 

2,517.65 

664.50 

1,853.15 

7,322.59 

6,042.87 

1,279.72 

335.47 

240.24 

95.23 

22.19 

105.78 

83.59* 

1,626.17 

1,310.59 

315.58 

...  32,591.25 

32,591.25 

1,952.71 

1,952.71 

...  30,000.00 

30,000.00 

...  19,048.51 

19,048.51 

..$242,810.58 

$177,995.41 

$64,815.17 

‘Indicates  red  figures. 
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Price,  Waterhouse  & Co. 

Certified  Public  Accountants 

351  CALIFORNIA  STREET,  SAN  FRANCISCO  4,  CALIFORNIA 


October  14, 1949. 


Honorable  Harry  D.  Ross,  Controller, 

City  and  County  of  San  Francisco, 

San  Francisco,  California. 

Dear  Sir: 

In  accordance  with  your  instructions,  we  have  examined  the  financial  state- 
ments of  the  Municipal  Railway  of  San  Francisco  as  of  June  30,  1949,  as 


follows : 

Balance  sheet Exhibit  A 

Statement  of  income  and  expense Exhibit  B 

Statement  of  surplus Exhibit  C 

Statement  of  road  and  equipment Exhibit  D 

Statement  of  reserves  for  depreciation 

of  road  and  equipment Exhibit  E 

Statement  of  unmatured  bonded  debt Exhibit  F 


Our  examination  was  made  in  accordance  with  generally  accepted  auditing 
standards,  and  accordingly  included  such  tests  of  the  accounting  records  and 
such  other  auditing  procedures  as  we  considered  necessary  in  the  circum- 
stances. 

Our  report,  program  and  working  papers  in  connection  with  our  examina- 
tion have  been  made  available  to  Mr.  David  F.  Supple,  consultant  and  statisti- 
cian for  the  Grand  Jury. 

Comparative  figures  for  the  year  ended  June  30,  1948,  have  been  taken  from 
the  report  of  the  auditors  for  that  year,  or  in  certain  instances  from  the  books 
of  account. 
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OPERATIONS 


Operations  for  the  year  ended  June  30,  1949,  resulted  in  a loss  of  $2,488,- 
347.59  as  compared  with  a loss  of  $1,593,681.50  for  the  preceding  year.  These 
results  are  set  forth  in  Exhibit  B,  of  which  the  following  is  a condensed 
summary : 

Year  Ended  June  30 

1949  1948  Decrease* 


Operating  income : 


Passenger  revenue $18,456,459.46  $18,171,522.23  $ 284,937.23 

Advertising,  rents,  etc 135,636.87  150,059.68  14,422.81* 


Total  operating  income.. $18, 592, 096.33 
Operating  expense 20,848,597.61 


$18,321,581.91 

19,627,403.21 


$ 270,514.42 
1,221,194.40 


Loss  from  operations $ 2,256,501.28  $ 1,305,821.30  $ 950,679.98 


Other  income 13,064.57  10,519.31  2,545.26 

$ 2,243,436.71  $ 1,295,301.99  $ 948,134.72 

Other  expense 244,910.88  298,379.51  53,468.63* 

Loss  for  year. 8 2.188,347.59  $ 1,593,681.50  $ 894,666.09 


Statistical  records  of  the  Railway  show  the  following  mileage  traversed 
during  the  past  two  years  by  the  several  types  of  equipment  operated: 


Electric  street  cars. 

Cable  cars 

Motor  coaches 

Trolley  coaches 


Year  Ended  June  30 


PerCent  Decrease* 
of  Total  Mileage 


.10,821,122 
435,824 
.17,233,416 
. 1,986,524 


35.5  15,530,556 

1.4  436,424 

56.6  11,767,885 

6.5  1,331,994 


53.4  4,709,434* 

1.5  600* 

40.5  5,465,531 

4.6  654,530 


30,476,886  100.0 


100.0  1,410,027 


Operating  income  and  expense  may  be  expressed  in  cents  per  mile  traversed, 
as  follows : 

Cents  per  Mile 


Year  Ended  June  30  Increase 


Operating  income : 

Passenger  revenue 

Advertising,  rents,  etc 

Total  operating  income... 
Operating  expense : 

Maintenance  and  repairs : 

Way  and  structures 

Equipment  

Power 

Conducting  transportation 

General  and  miscellaneous 

Taxes  

Provision  for  accidents 

Provision  for  depreciation...  . 
Total  operating  expense. 
Loss  from  operations 


1949 

.60.559 
. .445 

.61.004 


. 3.008 
. 6.885 
9.893 
. 7.003 
.34.345 
. 7.797 
. .069 

59.107 
4.542 
. 4.759 
.68.408 
. 7.404 


1948  Decrease* 


62.516  1.957* 

.516  .071* 

63.032  2.028* 


3.206  .198* 

6.517  .368 

9.723  .170 

6.399  .604 

35.031  .686* 

7.596  .201 

.060  .009 

58.809  .298 

4.973  .431* 

3.743  1.016 

67.525  .883 

4.493  2.911 
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The  increase  in  passenger  revenue  resulted  from  the  net  effects  of  the 
increases  in  the  fare  structure  occurring  during  the  year,  and  of  a 4.97% 
decrease  in  number  of  revenue  passengers  carried.  However,  on  a per  mile 
basis,  the  passenger  revenue  decreased  due  to  the  increased  mileage  traversed 
by  the  Railway’s  vehicles.  The  basic  fare  structure  of  ten  cents  cash  or  three 
tokens  for  twenty-five  cents,  which  had  been  in  effect  since  May  20,  1946, 
was  changed  to  a straight  ten  cent  cash  fare  effective  January  26,  1949; 
outstanding  tokens  continued  to  be  accepted  as  fare  through  March  15,  1949. 
In  addition,  other  changes  of  lesser  significance  were  made  during  the  year 
in  connection  with  school  and  other  tickets,  and  the  contract  with  the  United 
States  Government  for  the  transportation  of  mail  carriers  was  modified. 
The  effect  of  these  factors  on  total  passenger  revenue  may  be  shown  as 
follows : 

Increase  in  revenue  due  to  the  increase  in  average  passenger  fare 
( number  of  revenue  passengers  carried  during  the  year  ended 


June  30,  1949,  206,024,423,  times  the  increase  in  average  fare 

of  .576  cents) $1,187,193.90 

Decrease  in  revenue  due  to  decrease  in  number  of  revenue  pas- 
sengers carried  (10,764,031,  times  the  average  passenger  fare 

during  the  year  ended  June  30,  1948,  of  8.382  cents) 902,256.67 

Net  increase  in  passenger  revenue $ 284,937.23 


In  considering  the  foregoing,  it  will  be  realized  that  the  increased  fare 
structure  was  effective  for  only  a portion  of  the  year. 

The  increase  of  $1,221,194.40  in  operating  expense  is  segregated  between 
payroll  and  other  costs  by  account  groups  as  follows: 


Increases  - Decreases* 
in  Operating  Expense 


Maintenance  and  repairs: 

Way  and  structures 

Equipment  

$ 

Total 

15,252.85* 

204,002.33 

Payroll 

$134,141.82* 

35,608.29 

Other 

$118,888.97 

168,394.04 

$ 

188,749.48 

$ 98,533.53* 

$287,283.01 

Power  

274,249.11 

4,161.81 

270,087.30 

Conducting  transportation 

284,870.17 

290,146.03 

5,275.86* 

General  and  miscellaneous 

Taxes  

168,694.19 

3,464.99 

91,940.01 

76,754.18 

3,464.99 

Provision  for  accidents 

$ 

920,027.94 

61,303.43* 

$287,714.32 

$632,313.62 

61,303.43* 

Provision  for  depreciation 

362,469.89 

362,469.89 

$1,221,194.40 

$287,714.32 

$933,480  08 

The  increase  in  payroll  costs  was  due  in  part  to  pay  rate  increases  effective 
July  1,  1948;  those  for  some  of  the  principal  payroll  classifications  are  shown 
as  follows : 

Rates  Effective 


Platform  men Hour 

Trackmen  Day 

Shop  mechanics Day 

Senior  shop  mechanics Day 

Automotive  mechanics Day 

Automotive  machinists Day 

Car  cleaners  and  janitors Month 

Inspectors  Month 

General  clerks Month 


$ 1.484 
12.20 
12.48 
15.60 

15.90 

16.90 

$180  - $220 
270-  330 
200-  250 


$ 1.368 
11.20 
10.56 
14.40 

14.40 

15.40 

$170  - $210 
230-  290 
185  - 230 


Other  factors  affecting  the  payroll  costs  included  personnel  changes  corre- 
sponding to  operational  changes,  such  as  substitution  of  one-man  operated 
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motor  and  trolley  coaches  for  two-man  operated  street  cars,  increased  number 
of  vehicles  in  operation,  alteration  of  schedules  and  routes,  and  changes  in 
maintenance  requirements. 

Variations  in  operating  expense,  other  than  payroll,  are  commented  upon 
as  follows : 

Maintenance  and  repairs  of  way  and  structures  increased  $118,888.97. 
However,  the  expense  for  the  year  ended  June  30,  1949,  included  a charge  of 
$138,321.24  for  the  estimated  cost  of  removal  of  the  outer  tracks  on  Market 
Street  between  Geary  and  Valencia  Streets.  Other  items  showed  a decrease 
of  $19,432.27  which  was  principally  due  to  decreased  maintenance  of  track 
resulting  from  the  abandonment  of  street  car  lines.  On  the  other  hand,  substi- 
tution of  motor  and  trolley  coaches  on  lines  formerly  operated  by  street  cars 
resulted  in  increased  maintenance  and  repairs  of  equipment;  a substantial 
portion  of  the  net  increase  of  $168,394.04  may  be  attributed  to  cost  of  repairs 
and  replacements  of  tires  and  tubes. 

Cost  of  gasoline  and  diesel  fuel  increased  $508,850.71  to  $1,126,660.52,  cost 
of  electric  power  for  street  car  and  trolley  coach  operations  decreased  $240,- 
108.64  to  $772,289.75,  and  other  costs  increased  $1,345.23,  a net  increase  in 
power  expense  of  $270,087.30. 

Taxes  expense,  $21,017.67,  represents  property  and  franchise  taxes  levied 
by  the  County  of  San  Mateo  and  certain  municipalities  therein  upon  the  San 
Mateo  interurban  railway  line  and  appurtenances  thereto.  These  assessments 
were  $3,464.99  greater  than  for  the  preceding  year.  Operations  on  this  line 
were  terminated  January  15, 1949. 

With  respect  to  taxes,  it  may  be  noted  that  the  Railway,  if  privately  owned, 
would  be  subject  to  Federal,  State  of  California,  and  City  and  County  of  San 
Francisco  taxes.  Many  uncertain  factors  are  involved  in  the  computation  of 
such  hypothetical  taxes,  and  accurate  estimates  are  not  possible.  However, 
aggregate  payments  made  by  the  Railway  to  the  City  and  County  Employees’ 
Retirement  System  were  in  excess  of  those  which  would  be  paid  under  present 
Federal  and  State  payroll  tax  rates. 

Provision  for  accidents  was  computed  at  7.5%  of  passenger  revenue;  the 
accrual  of  $1,384,234.46  was  $61,303.43  less  than  for  the  preceding  year. 

Provision  for  depreciation,  $1,450,311.34,  was  $362,469.89  greater  than  for 
the  preceding  year.  Comments  concerning  this  item  appear  under  road  and 
equipment  accounts. 

The  increase  in  interest  expense  may  be  accounted  for  as  follows : 


Year  Ended  June 


30 


1949 


Bond  interest : 

Issue  of  December  1,  1913 $ 22,083.34 

Market  Street  Railway  Refinancing 

Issue  of  1947 24,086.77 

Rehabilitation  Issue  of  1947 61,024.68 


$107,194.79 

Interest  on  indebtedness  to  Market  Street 
Railway  Company,  funded  during  the 
year  ended  June  30,  1948 


1948 

$27,083.33 

3,644.17 

$30,727.50 

64,725.99 


$ 4,999.99* 

20,442.60 

61,024.68 

$76,467.29 


64,725.99* 


$107,194.79  $95,453.49 


$11,741.30 


Interest  on  the  rehabilitation  bonds  is  charged,  during  the  construction 
period,  to  the  capital  project  financed  by  such  bonds. 

CHANGES  IN  FINANCIAL  POSITION 
The  financial  position  of  the  Railway  at  June  30,  1949,  is  presented  in 
Exhibit  A,  and  is  summarized  and  compared  with  the  position  at  June  30, 1948, 
in  the  following  statement : 
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June  30 

1949  1948 


Assets : 

Fixed  capital $19,873,493.87 

Cash  7,432,612.17 

Accounts  receivable 140,764.55 

Deferred  charges: 


Materials  and  supplies,  less 

reserve  for  obsolescence  880,735.70 

Replacement  jobs  in  prog- 
ress (included  in  fixed 

capital  at  June  30,  1949)  

Other  items 199,053.51 

Commitments 641,360.11 


$29,168,019.91 


$13,460,440.56 

8,932,838.92 

58,586.87 


822,720.57 


55,410.62 

9,689.81 

2,402,813.07 

$25,742,500.42 


Liabilities  and  surplus : 

Bonded  debt $16,718,000.00 

Bond  interest  payable 125,912.71 

Accounts  payable  and 

commitments  3,327,333.32 

Reserves  2,487,892.93 

Deferred  credits 49,647.96 

Contributed  surplus 4,753,618.94 

Earned  surplus 1,705,614.05 

$29,168,019.91 


$ 8,951,900.00 
61,513.12 

6,193,290.63 

2,855,429.75 

11,391.07 

2,291,405.86 

5,377,569.99 

$25,742,500.42 


$6,413,053.31 

1,500,226.75* 

82,177.68 


58,015.13 


55,410.62* 

189.363.70 

1,761,452.96* 

$3,425,519.49 


$7,766,100.00 

64,399.59 

2,865,957.31* 

367,536.82* 

38,256.89 

2,462,213.08 

3,671,955.94* 

$3,425,519.49 


The  decrease  in  cash  at  June  30,  1949,  may  be  accounted  for  as  follows: 


Funds  provided: 

Charges  to  expenses  not  involving  cash  outlay : 


Provision  for : 

Accident  claims $1,384,234.46 

Employee  compensation  claims 45,000.00 

Depreciation  1,450,311.34 

Obsolescence  of  materials  and  supplies 69,132.88 

Net  book  value  of  assets  retired 


Less — Loss  for  the  year 

Bonded  debt  incurred 

Increase  in  bond  interest  payable 

Increase  in  deferred  credits 

Tax  contributions  from  City  and  County  of  San  Francisco.  .. 


$ 2,948,678.68 
203,080.64 
$"  3,151,759.32 
2,488,347.59 
$ 663,411.73 

8,400,000.00 
64,399.59 
38,256.89 
2,461,249.14 
$j  L627~31 7 . 35 


Funds  applied : 

Additions  to  fixed  capital 

Increase  in  accounts  receivable 

Increase  in  materials  and  supplies 

Increase  in  other  deferred  charges 

Bonded  debt  redeemed 

Decrease  in  accounts  payable 

Payments  for  accidents,  and  accident  department  costs. 

Decrease  in  token  liability 

Retroactive  wages  and  salaries  paid 


$ 9,245,463.77 
82,177.68 
101,096.36 
189,363.70 
633,900.00 
1,104,504.35 
1,566,341.53 
79,109.67 
125,587.04 


$13,127,544.10 
.$  1,500,226.75 


Decrease  in  cash. 
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BALANCE  SHEET 

Statements  of  road  and  equipment,  other  than  construction  and  rehabilita- 
tion work  in  progress,  and  related  reserves  for  depreciation  are  presented  in 
Exhibits  D and  E,  respectively.  A summary  of  the  changes  in  fixed  capital 
accounts  follows : 

Assets  Reserves  Net 


Road  and  equipment : 

Balance,  June  30,  1948 $45,271,220.01  $32,618,534.20  $12,652,685.81 

Appraisal  adjustment  as 

at  June  30,  1948 44,357.12*  1,185,478.23  1,229,835.35* 

$45,226,862.89  $33,804,012.43  $11,422,850.46 

Additions 8,129,443.04  1,450,311.34  6,679,131.70 

$53,356,305.93  $35,254,323.77  $18,101,982.16 

Retirements  8,385,745.73  8,177,202.77  208,542.96 

$44,970,560.20  $27,077,121.00  $17,893,439.20 


Construction  and  rehabilitation  work  in  progress 1,980,054.67 

$19^873,493.87 


Pursuant  to  the  provisions  of  Section  128  of  the  Charter  of  the  City  and 
County  of  San  Francisco,  the  Public  Utilities  Commission  shall  make  an 
appraisal  of  the  properties  of  each  of  the  utilities  during  the  fiscal  year 
1937-1938,  and  at  least  every  five  years  thereafter  it  shall  appraise  these 
properties  or  revise  the  last  preceding  appraisal;  accordingly  a revision  of  the 
1937-1938  appraisal  of  the  Municipal  Railway  and  of  the  1944  appraisal  of 
the  Market  Street  Extension  was  made  as  at  June  30,  1948,  by  the  Controller 
of  the  City  and  County  of  San  Francisco  who  was  appointed  by  the  Public 
Utilities  Commission  to  make  such  appraisal.  His  report,  dated  June  22,  1949, 
states,  in  part,  as  follows : 

“The  methods  used  to  determine  the  appraised  value  are  re- 
cited in  detail  in  the  attached  report  which  may  be  generalized 
as  follows : 

“Except  for  clerical  errors  and  omissions  we  made  no  change 
in  the  recorded  cost  of  properties. 

“Depreciable  cost  was  revised  wherever  experience  or  reliable 
information  indicated. 

“The  reserve  for  depreciation  was  adjusted  to  conform  to  the 
abandonment  of  electric  car  operation  over  certain  lines  prior 
to  June  30,  1948,  and  to  give  effect  to  the  proposed  substitution 
of  trolley  coach  and  motor  coach  operation  for  electric  car 
operation  after  June  30,  1948.  Also,  the  reserve  for  depreciation 
was  adjusted  to  cover  these  instances  wherein  excessive  or  in- 
sufficient provisions  were  apparent.” 

The  major  adjustments  related  to  the  Market  Street  Extension  properties. 
Pursuant  to  the  recommendations  in  the  report,  the  reserve  for  depreciation 
as  of  June  30,  1948,  was  increased  by  a credit  of  $2,855,540.56;  of  this  amount 
$1,657,721.45  was  transferred  from  the  reserve  for  revaluation,  (eliminating 
such  reserve)  and  the  remainder,  $1,197,819.11,  was  charged  to  earned 
surplus. 

The  provision  for  depreciation  charged  to  operations,  $1,450,311.34,  is  in 
accordance  with  the  findings  in  the  aforementioned  appraisal  report,  and 
compares  with  a provision  of  $1,087,841.45  for  the  previous  year.  It  is  the 
policy  of  the  Railway  to  make  no  provision  for  depreciation  on  an  addition  to 
fixed  capital  in  the  year  the  asset  is  put  in  service. 

Road  and  equipment  of  the  Railway  is  recorded  in  the  books  at  appraised 
amounts,  as  determined  by  the  Public  Utility  Commission  as  at  June  30,  1938 
(Market  Street  Extension  as  of  September  29,  1944),  with  additions  to  date 
substantially  at  cost.  Retirements  are  made  at  booked  amounts  when  obtain- 
able, otherwise  on  the  basis  of  engineering  estimates. 
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The  fixed  capital  accounts  include  a substantial  amount  of  properties  not 
presently  in  operation.  A complete  engineering  survey  would  appear  desirable 
upon  completion  of  the  present  rehabilitation  program  in  order  to  ascertain 
for  segregation  the  costs  and  reserves  applicable  to  the  retained  operated 
and  non-operated  properties. 

Additions  to  road  and  equipment  during  the  year  consisted  of  the  following: 


Way  and  structures : 

Land  for  Presidio  Avenue  trolley  coach  yard $ 98,532.05 

Replacement  of  inner  tracks  on  Market  Street 

between  Eddy  and  Valencia  Streets 346,749.42 

Installation  of  trolley  coach  overhead  on 

Fillmore  Street,  16th  Street,  etc.  (No.  22  line) 213,128.45 

Construction  of  Ocean  Avenue  garage  and  motor  coach  yard....  764,192.62 
Other  85,168.55 


$1,507,771.09 

Equipment : 

10  “PCC”-type  electric  street  cars $ 278,186.83 

144  motor  coaches 2,376,808.85 

190  trolley  coaches 3,776,489.91 

Motorized  fare  boxes 40,951.98 

Shop  equipment  for  garages  and  coach  yards  at  Ocean  Avenue, 

24th  and  Utah  Streets,  17th  and  Mariposa  Streets,  and  Mc- 
Allister Street 119,375.02 

Other  29,859.36 


$6,621,671.95 


Total  additions $8,129,443.04 


Recorded  retirements  were  as  follows : 

Way  and  structures: 

Road  and 
Equipment 

Track,  etc. : 

Inner  tracks  on  Market  Street  between  Eddy 


and  Valencia  Streets $ 154,978.34 

Outer  tracks  on  Market  Street  between  Geary 

and  Valencia  Streets 284,709.71 

McAllister  Street,  Fulton  Street,  etc.  (No.  5 

line)  873,281.05 

Haight  Street  between  Market  and  Stanyan 

Streets  (No.  7 line) 282,391.37 

Parnassus  Avenue,  Ninth  Avenue,  etc.  (No.  6 
line  beyond  Haight  Street  and  Masonic 

Avenue)  272,823.66 

Hayes  Street,  etc.  (No.  21  line  to  Stanyan 

and  Fulton  Streets) 385,216.42 

Fillmore  Street,  Sixteenth  Street,  etc.  (No.  22 

line)  837,508.52 

Clay  Street,  Sacramento  Street,  etc.  (cable 

car  line) 297,822.00 

Sixth  Street  between  Mission  and  Bryant 

Streets  73,546.00 

Eighteenth  Street  between  Castro  and  Mar- 
ket Streets,  etc 91,614.87 

Monterey  Boulevard  between  Genesee  and 

Diamond  Streets 73,538.33 

Potrero  Avenue  car  house  track  and  building 
facilities,  and  Mariposa  Street  yard  miscel- 
laneous buildings,  structures,  tracks  and 
paving 215,758.77 


$3,843,189.04 


$ 154,448.48 
277,858.14 
866,445.29 
280,364.73 

270,321.33 

382,599.49 

824.165.88 
297,822.00 

73,041.00 

91,252.97 

73,326.99 

113.279.88 
$3,704,926.18 


Forward. 
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Elkton  yard  miscellaneous  buildings  and 

structures 

McAllister  Street  car  house  and  yard  struc- 
tures   

Other  


Road  and 

Reserve  for 

Equipment 

Depreciation 

.$3,843,189.04 

$3,704,926.18 

1 

57,960.00 

57,960.00 

36,351.00 

36,351.00 

95,194.38 

86,255.01 

$4,032,694.42 

$3,885,492.19 

.$4,198,523.52 

$4,140,879.47 

115,988.88 

114,828.99 

25,675.91 

24,978.12 

$4,340,188.31 

$4,280,686.58 

.$  12,863.00 

$ 11,024.00 

.$8,385,745.73 

$8,177,202.77 

In  addition  to  the  afore-mentioned  retirements,  certain  other  track  was 
removed  from  the  streets  for  which  no  entries  have  been  placed  in  the  books 
pending  completion  of  engineering  studies  of  the  costs  applicable  thereto. 
The  principal  items  are  the  “E”  line  tracks  on  Jackson  and  Washington 
Streets  and  Columbus  Avenue,  and  the  Geary  Street  tracks  between  Broderick 
Street  and  Masonic  Avenue.  The  latter  were  relocated  in  connection  with 
improvements  to  Geary  Street,  and  the  related  new  construction  has  not  been 
added  to  road  and  equipment  pending  final  billing  by  the  Department  of 
Public  Works  under  its  work  order  for  $161,800,  carried  in  the  balance  sheet 
at  June  30,  1949,  under  interfund  commitments. 

With  respect  to  the  retirements  of  track  on  streets  other  than  Market  Street, 
most  of  the  costs  of  removal  were  paid  out  of  the  1947  City  and  County  of 
San  Francisco  Street  Improvement  Bond  Fund,  no  portion  of  the  debt  service 
of  which  has  been  allocated  to  the  Railway.  The  Municipal  Railway  paid  the 
costs  of  removal  of  the  tracks  on  Market  Street;  the  amount  applicable  to 
the  inner  tracks  has  been  capitalized  as  a part  of  the  cost  of  their  replace- 
ment; the  amount  applicable  to  the  outer  tracks,  estimated  at  $138,321.24, 
has  been  charged  to  operating  expense. 

The  following  schedule  shows  the  changes  in  route  mileage  during  the  year, 
compiled  from  statistical  records  of  the  Railway : 


Single  track  railway  mileage : 

Electric  street  cars 

Cable  cars ........ 


30 


1949  1948 

Non-  Non- 

Jperated  Operated  operated  Operated 


111.07  120.51 

.05  6.79 

111.12  127.30 


62.66  222.54 

2.36  6.79 

65.02  229.33 


Round  trip  mileage  of  streets  traversed : 


Motor  coaches 324.58 

Trolley  coaches 36.10 

Total  route  mileage 487.98 


339.80 

24.46 

593.59 


Additional  transit  changes  which  took  place  on  July  3,  1949,  resulted  in  a 
further  substantial  decrease  in  operated  street  railway  mileage  and  increases 
in  mileage  of  routes  served  by  motor  and  trolley  coaches. 
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A summary  of  units  of  revenue  equipment  on  hand  and  changes  therein 
during  the  year  follows: 

June  30,  June  30, 

1948  Additions  Retirements  1949 


Electric  street  cars 553  10 

Cable  cars 27  

Motor  coaches 367  144 

Trolley  coaches 58  190 


216 


14 


347 

27 

497 

248 


1,005  344  230  1,119 


Reconstruction  and  rehabilitation  work  in  progress  at  June  30,  1949,  con- 
sisted of : 

Conversion  of  existing  street  car  servicing  facilities 
to  trolley  coach  operation : 

Potrero  Avenue  carhouse  and  Mariposa  Street 

yard  $639,916.85 

Portion  of  Geary  Street  carhouse  and  Presidio 

Avenue  yard 136,173.32  $ 776,090.17 


Installation  of  trolley  coach  overhead : 

Market  Street  between  Ferry  Building  and  Cas- 
tro Street  (No.  8 line) $177,079.32 

McAllister  Street,  Fulton  Street,  Hayes  Street, 

Sixth  Avenue,  etc.  (Nos.  5 and  21  lines) 318,282.45 

Haight  Street,  Parnassus  Avenue,  Ninth  Avenue, 

etc.  (Nos.  6 and  7 lines) 223,224.72 

Potrero  Avenue  carhouse  and  Mariposa  Street 
yard  137,775.59  856,362.08 


Miscellaneous  track  reconstruction 78,974.66 

Other  projects 96,355.95 

Interest  during  construction,  engineering  and  general  over- 
head expense  allocable  to  projects 172,271.81 


$1,980,054.67 


Cash  on  deposit  with  the  Treasurer  may  be  summarized  as  follows : 

Bond  fund — Rehabilitation  Issue  of  1947 $4,241,570.41 

Operating  funds 2,803,751.96 


Reconstruction  and  replacement  fund 351,340.00 

Bond  interest  funds 13,412.50  # 

Bond  fund  - Market  Street  Railway  Refinancing  Issue  of  1947....  4,537.30  i. 

Bond  redemption  fund 2,000.00  I 

Land  purchase  fund 1,000.00  1 


$7,417,612.17 


Funds  on  deposit  with  the  Treasurer  were  confirmed  to  us  by  the  Controller. 

Revolving  funds  in  banks  were  reconciled  with  amounts  reported  to  us  i 
direct  by  the  depositaries,  and  confirmations  were  received  from  the  cus-  I 
todians  of  the  petty  cash  funds. 

Accounts  receivable  consisted  of  the  following: 

Claims  under  excess  coverage  liability  insurance 

Advertising  revenue 

Charter  services,  etc 

Insurance  premiums  recoverable 

Other 

$127,468.42 


..$  87,596.91 
..  16.262.15 

..  10,975.70 

3,379.00 
9,254.66 
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As  a test  of  the  receivables,  requests  for  confirmation  of  balances,  totalling 
$118,934.91,  were  sent  by  us  to  debtors;  satisfactory  replies  were  obtained 
from  all  debtors  circularized.  No  losses  are  anticipated  in  the  collection  of 
these  accounts. 

Interfund  accounts  receivable  were  confirmed  to  us  by  the  respective  City 
departments. 

The  inventory  of  materials  and  supplies,  $927,043.13,  is  the  gross  book  value 
of  inventories  on  hand  at  June  30,  1949.  This  amount  was  determined  by  a 
tabulation  of  perpetual  inventory  records  as  of  May  31,  1949,  adjusted  for 
receipts  and  issues  during  June,  1949.  Perpetual  inventory  records  were 
adjusted  on  the  basis  of  physical  counts  made  by  employees  at  various  times 
during  the  year.  Officials  of  the  Railway  have  furnished  us  with  a letter  as  to 
quantities,  condition  and  pricing  of  the  inventory.  During  the  examination  our 
representatives  made  test  counts  at  several  locations  of  quantities  of  items 
selected  at  random.  The  pricing  was  tested  by  us  by  reference  to  invoices  or 
other  supporting  data.  Our  tests  indicated  that  the  inventories  are  priced  at 
purchase  cost,  average  purchase  cost  or  are  written  down  to  appraised  useful 
or  scrap  value.  Extensive  tests  were  made  by  us  of  the  mathematical  accuracy 
of  the  inventories. 

The  changes  in  the  reserve  for  obsolescence  of  materials  and  supplies  were 
as  follows : 

Balance,  June  30, 1948 $101,908.00 

Provision  charged  to  expense 69,132.88 


$171,040.88 

Obsolete  materials  charged  off $123,521.03 

Shortages  and  overages 

determined  by  physical  count,  net 1,212.42  124,733.45 


$46,307.43 


The  reserve  has  been  provided  to  absorb  losses  which  will  be  incurred  on  the 
disposal  of  inventory  items  due  to  changing  types  of  equipment  and  other 
transit  changes.  The  adequacy  of  this  reserve  is  currently  indeterminable. 

Work  in  progress  to  be  billed  to  the  Department  of  Public  Works  represents 
that  division’s  estimated  share  of  cost  of  paving  and  other  improvements  in 
connection  with  removal  of  the  outer  tracks  on  Market  Street  between  Geary 
and  Valencia  Streets. 

A statement  of  unmatured  bonded  debt  is  presented  in  Exhibit  F.  The 
changes  in  the  bonded  debt  were  as  follows : 

Principal 

Balance,  June  30,  1948  (including  $1,900  principal  amount  of 
matured  bonds  of  Issue  of  March  1,  1913,  not  presented  for 

payment)  $ 8,951,900 

Issued : 

Rehabilitation  Issue  of  1947 : 

Series  “B”  (dated  August  1,  1948) $4,900,000 

Series  “C”  (dated  March  1,  1949) 3,500,000 


Redeemed : 

Issue  of  December  1, 1913 $ 99,900 

Market  Street  Railway  Refinancing  Issue  of  1947....  100,000 

Rehabilitation  Issue  of  1947,  Series  “A” 434,000 


Balance,  June  30,  1949  (including  $2,000  principal  amount 
of  matured  bonds  of  Issue  of  March  1,  1913,  not  pre- 
sented for  payment) $16,718,000 


8,400,000 

$17,351,900 

633,900 


As  of  June  30,  1949,  there  remained  unissued  $5,100,000  of  the  $20,000,000 
Rehabilitation  bonds  authorized  by  the  voters  in  November,  1947.  The  Con- 
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trailer's  office  confirmed  to  us  the  principal  amount  of  the  outstanding  bonded 
debt,  both  unmatured  and  matured  but  unredeemed. 

Commitments  to  outsiders  included  the  following: 


Purchase  of  steel  trolley  poles $56,497.33 

Grading,  retaining  walls  and  paving, 

Presidio  Avenue  trolley  coach  yard 79,667.24 


Interfund  accounts  payable  were  confirmed  to  us  by  the  respective  City 
departments. 

The  changes  in  the  reserve  for  accident  claims  may  be  summarized  as 
follows : 

Balance,  June  30,  1948 $2,450,000.00 

Provision  for  accidents 1,384,234.46 


$3,834,234.46 

Claims  paid,  including  sundry  expense  items $1,377,383.74 

Less — Portion  covered  by  outside  insurance 120,023.78 


$1,257,359.96 


Claims  department  payroll 147,230.54 

Pro  rata  of  City  Attorney’s  office  costs 98,851.00 

Cost  of  excess  insurance  coverage  policy 61,090.89 

Miscellaneous  1,809.14  1,566,341.53 


$2,267,892.93 


The  balance  in  the  reserve  appears  to  be  sufficient  to  cover  settlements 
which  may  be  made  with  claimants  covering  accidents  which  occurred  to 
June  30, 1949. 

Based  on  information  received  from  the  City  and  County  Employees’  Retire- 
ment System,  a reserve  of  $210,000  is  required  to  cover  outstanding  em- 
ployees’ compensation  claims;  accordingly  the  former  reserve  of  $165,000 
was  increased  by  $45,000  and  operating  expenses  were  charged  in  a like 
amount. 

Outstanding  tokens  ceased  to  be  redeemable  by  the  general  public  on  April 
15,  1949,  but  those  received  from  other  transit  companies  are  still  being 
accepted  for  redemption.  The  reserve  for  tokens  was  reduced  to  the  redemp- 
tion value  of  tokens  which  it  was  estimated  might  be  received  from  such 
sources,  $10,000,  and  earned  surplus  was  credited  with  $140,376.24,  repre- 
senting the  excess  reserve  less  adjustment  for  the  carrying  value  of  the  token 
inventory. 

A statement  of  surplus  is  presented  on  Exhibit  C. 


In  our  opinion,  the  accompanying  financial  statements  present  fairly  the 
position  of  the  Municipal  Railway  of  San  Francisco  at  June  30,  1949,  and  the 
results  of  its  operations  for  the  year,  on  a basis  consistent  with  that  of  the 
preceding  year  excepting  for  the  appraisal  adjustments,  hereinbefore  com-j 
mented  upon,  which  were  required  to  be  made  under  the  provisions  of  the 
City  Charter. 


Yours  very  truly, 

PRICE,  WATERHOUSE  & CO. 


I li  Mi’!!!  Is  lift 
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EXHIBIT  B 

MUNICIPAL  RAILWAY  OF  SAN  FRANCISCO 
STATEMENT  OF  INCOME  AND  EXPENSE 

Year  Ended  June  30  ^ 

1949  1948  Decrease* 


Operating  income : 


Passenger  revenue 

...$18,456,459.46 

$18,171,522.23 

$ 284,937.23 

Advertising  revenue 

119,129.23 

125,415.34 

6,286.11* 

Rents  

10,010.62 

11,637.53 

1,626.91* 

Other  

6,497.02 

13,006.81 

6,509.79* 

Total  operating  income... 

...$18,592,096.33 

$18,321,581.91 

$ 270,514.42 

Operating  expense : 


Maintenance  and  repairs : 


Way  and  structures 

-$ 

916,771.17 

2,098,276.92 

$ 

932,024.02 

1,894,274.59 

? 

15,252.85* 

204,002.33 

Power 

Conducting  transportation... 
General  and  miscellaneous... 
Taxes  

$ 3,015,048.09 
..  2,134,226.82 

..  10,467,320.57 
..  2,376,438.66 

21,017.67 

$ 2,826,298.61 
1,859,977.71 
10,182,450.40 
2,207,744.47 
17,552.68 

$ 

188,749.48 

274,249.11 

284,870.17 

168,694.19 

3,464.99 

Provision  for  accidents 

Provision  for  depreciation 

$18,014,051.81 
..  1,384,234.46 

. 1,450,311.34 

$17,094,023.87 

1,445,537.89 

1,087,841.45 

$ 

920,027.94 

61,303.43* 

362,469.89 

Total  operating  expense... 

$20,848,597.61 

$19,627,403.21 

$1,221,194.40 

Loss  from  operations 

..$  2,256,501.28 

$ 

1,305,821.30 

$ 

950,679.98 

Other  income : 

Interest  on  bank  balances 

Warrants  of  prior  periods 
credited  to  income 

-$ 

12,752.54 

312.03 

$ 

6,537.42 

3,981.89 

? 

6,215.12 

3,669.86* 

Total  other  income 

13,064.57 

$ 

10,519.31 

$ 

2,545.26 

$ 2,243,436.71 

$ 

1,295,301.99 

$ 

948,134.72 

Other  expense : 

Interest  

.S 

107,194.79 

68,583.21 

69,132.88 

? 

95,453.49 

$ 

11,741.30 

Net  book  value  of  road  and 
equipment  retired,  less  sal- 
vage realized  and  sundry 

allowances 

Provision  for  obsolescence  of 
materials  and  supplies 

120,126.35 

82,799.67 

51,543.14* 

13,666.79* 

Total  other  expense 

-$ 

244,910.88 

$ 

298,379.51 

$ 

53,468.63* 

Loss  for  year $ 2,488,347.59  $ 1,593,681.50  $ 894,666.09 
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EXHIBIT  C 

MUNICIPAL  RAILWAY  OF  SAN  FRANCISCO 
STATEMENT  OF  SURPLUS 
YEAR  ENDED  JUNE  30,  1949 


Contributed  Surplus: 

Balance,  June  30, 1948 $2,291,405.86 

Additions : 

City  and  County  of  San  Francisco  taxes  con- 
tributed for  operations  and  bond  service: 

Property  taxes $1,775,139.49 

Purchase  and  use  tax 686,109.65 


$2,461,249.14 

Donated  structures 963.94  2,462,213.08 

Balance,  June  30,  1949 $4,753,618.94 


Earned  Surplus: 

Balance,  June  30, 1948 $5,377,569.99 

Addition — Net  adjustment  of  reserve  for  out- 
standing tokens  and  of  token  inventory,  re- 
sulting from  elimination  of  tokens  from  fare 

structure 140,376.24 


$5,517,946.23 

Deductions : 

Loss  for  year  (Exhibit  B) $2,488,347.59 

Net  adjustment  of  road  and  equipment  and 
related  reserves  pursuant  to  appraisal  of 

fixed  capital  as  of  June  30, 1948 1,197,819.11 

Retroactive  wages  and  salaries  paid  pursuant 
to  judgments,  including  cost  of  payroll 

compilation  125,587.04 

Adjustment  of  interest  capitalized  in  prior 

year  578.44  3,812,332.18 


Balance,  June  30, 1949. 


$1,705,614.05 


jjs  ^ 


•$1'441'061-51  $ 4’l3o'798  88  $ "noillll  $ “KS'g.  $M6°‘749‘38  5 $ “©SS  $ ^fo  ™46'632  72  $M72’°10'79  * 

s 3i  ‘at  -m  51  :ii  m m s '*  as 

HI  IB  II  It:  n Is  m sijs 

$3,060,556.58  $ 7,S83.553^3  $10,644,110.41  S 305,898.40  $3,103,276.40  $ 7,846,732.41  $10,950,008.81  $1,001,749.24  $4,280, 686.5s‘  $3,723,298.89  $ 3,947,772.68 

^7m7m7wm7m7m7m 

$ 155^  r _8-ii:9"27  65  $ ^887,333.06  $~  59.456.47*  $ S~i2~7.471.13  $~ ' 827,876.59  $~^4i^  $ 10,424.00~  $ 810.92  $ 835.131.49 
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EXHIBIT  F 

MUNICIPAL  RAILWAY  OF  SAN  FRANCISCO 
STATEMENT  OF  UNMATURED  BONDED  DEBT 
JUNE  30,  1949 


ML 


December  1, 1913: 

5%  $100,000  December  1, 1949-52... 


Market  Street  Railway  Refinancing  Issue  of  1947 
(dated May  1, 1948) : 

1%  % $100,000  May  1,  1950-51 $ 200,000 

li/4  % 500,000  May  1,  1952-53 1,000,000 

1%%  650,000  May  1,  1954  650,000 

Total  Market  Street  Railway  Refinancing  Issue  of  1947..- $ 1,850,000 


Rehabilitation  Issue  of  1947 : 


Series  “A”  (dated  February  1, 1948) : 

1%%  $434,000  February  1,  1950  $ 434,000 

1%%  434,000  February  1,  1951-53 1,302,000 

1%%  433,000  February  1,  1954  433,000 

2%  433,000  February  1,  1955-58 1,732,000 

2i/2%  433,000  February  1,  1959-63 2,165,000 


Series  “B”  (dated  August  1, 1948) : 

4%  $123,000  August  1,  1949-52 $ 

1 14  % 123,000  August  1, 1953-55 

1%  % 123,000  August  1,  1956  

1 % % 559,000  August  1, 1957-58 

2%  559,000  August  1,  1959-60 

2%  560,000  August  1, 1961-63 


492.000 

369.000 

123.000 


Series  "C”  (dated  March  1, 1949) : 

6%  $ 90,000  March  1,  1950-53. 
1V2%  90,000  March  1,  1954-57. 

iy2%  380,000  March  1,  1958 
iy2%  400,000  March  1,  1959-64. 


$ 4,900,000 


.$  360,000 

360.000 

380.000 
. 2,400,000 


Total  Rehabilitation  Issue  of  1947. 
Total  unmatured  bonded  debt 


Airport  Department 

San  Francisco  Airport  — San  Mateo  County 


▼ 

REPORT  ON  EXAMINATION  OF  ACCOUNTS 
FOR  THE  FISCAL  YEAR  ENDED  JUNE  30,  1949 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 
Office  of  the  Controller 


December  13, 1949 


Mr.  Harry  D.  Ross 
Controller 

City  and  County  of  San  Francisco 


AIRPORT  DEPARTMENT 

SAN  FRANCISCO  AIRPORT  — SAN  MATEO  COUNTY 

Examination  of  Accounts 
For  the  Year  Ended  June  30, 1949 


Dear  Sir : 

Under  your  direction  and  pursuant  to  the  provisions  of  Charter  Section  66,  ] 

an  examination  has  been  made  of  the  accounts  of  the  San  Francisco  Airport, 

San  Mateo  County,  for  the  fiscal  year  ended  June  30,  1949.  Mr.  David  F.  ! 
Supple,  Consultant  and  Statistician  to  the  Grand  Jury,  participated. 

Schedules  based  on  this  examination  are  submitted  herewith  as  follows : 

Exhibit  “A” — Balance  Sheet  June  30, 1949 

Schedule  1 — Statement  of  Fixed  Capital  Under  Con- 
struction, June  30, 1949 
Exhibit  “B” — Surplus  Account  June  30, 1949 

Exhibit  “C” — Statement  of  Income,  Years  Ended  June  30,  1949,  and 
June  30, 1948 

Exhibit  “D” — Comparative  Report  of  Aircraft  Movements  and  Traf- 
fic, including  Domestic  and  International  Activities 

The  examination  was  limited  to  the  verification  of  assets  and  liabilities  at 
June  30,  1949,  and  an  analytical  review  and  test  check  of  the  revenue  and  ex- 
penses of  the  fiscal  year  ended  as  of  that  date.  A general  review  of  the  account- 
ing methods  was  made  and  the  accounting  records  and  the  evidence  in  support 
thereof  were  examined  or  tested  in  a manner  and  to  the  extent  considered 
appropriate  in  view  of  the  system  of  internal  accounting  control.  Verification  : 
of  the  property  accounts  was  limited  to  a review  of  the  recorded  additions  and  ! 
retirements  during  the  year. 

Fixed  capital  is  recorded  in  the  accounts  at  appraised  values  established  by  ! 
the  Bureau  of  Engineering  of  the  Public  Utilities  Commission  under  the  pro-  ! 
visions  of  Section  128  of  the  Charter,  plus  subsequent  additions  at  cost,  or  ! 
appraised  values,  less  retirements  at  appraised  values  or  at  recorded  or  esti- 
mated cost'  in  the  case  of  unappraised  items  of  property.  It  is  our  understand-  ! 
ing  that  the  general  basis  for  all  appraisals  herein  referenced,  is  the  cost  of  i 
the  property  at  the  time  it  was  first  placed  in  service.  In  connection  with  the 
appraisals  of  and  additions  to  property,  the  engineers  have  estimated  the 
depreciable  value  and  useful  life  thereof;  provisions  for  depreciation  based  i 
thereon  are  charged  to  income. 

The  table  here  presented  is  a condensed  summary  of  the  changes  during  the 
year  in  the  accounts  for  fixed  capital  in  service  and  for  accrued  depreciation 
applicable  thereto.  Except  as  stated  hereinafter,  the  changes  were  found  to  ! 
be  in  order. 
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In  Service 

T&S&n 

Book^Value 

June  30,  1948, 

Balance 

$28,460,128.99 

$2,767,837.76 

$25,692,291.23 

Additions  and  Betterment 

s 4,222,857.83 

640,945.49* 

3,581,912.34 

$32,682,986.82 

$3,408,783.25 

$29,274,203.57 

■;  Retirements: 

Land  

503.43 

503.43 

Equipment 

1,318.13 

1,163.58 

154.55 

Salvage  ..... 

— 118.70f 

118.70 

June  30,  1949, 

Balance 

$3,407,738.37 

$29,273,426.89 

♦Provision  for  the  year  charged  to  operating  expenses. 
fTum-in  value  of  equipment  retired. 

Additions  to  and  Betterments  of  Fixed  Capital  in  Service  and  the  financing 
thereof  in  the  total  sum  of  $4,222,857.83  are: 


Financed  Thi 


igh 


i94T8otr 


1945  Bond  Fund: 

Land  Reclamation 

and  Improvements $ 106,870.13 

Runways,  Drainage,  Landing 

Field,  Lighting  and  Marking....  177,622.97 

Roads,  Walks,  Parking  Areas 15,213.81 

Water,  Power,  Street  Lighting, 

Gas  and  Sewage  Systems 181,946.60 

Land  7,960.03 

Buildings  156,711.61 

Equipment  60,320.56 

Airport  Operating  Fund : 

Equipment  2,801.34 

Airport  Reconstruction  and 
Replacement  Fund : 

Taxi  and  Ramp  Areas 

and  Field  Drainage 59,173.00 

Equipment  2,034.20 

1 United  Air  Lines,  Inc. : 

Buildings  3,311,212.00 

Runways,  Taxiways  and  Aprons..  4,533.00 

Roads,  Walks,  Parking  Areas 19,751.00 

Southwest  Airways  Co. : 

Buildings  9,714.78 


$513,086.20*  $ 
507,416.44 


187,616.36 

7,960.03 

156,711.61 

60,320.56 


59.173.00 
2,034.20 

3,311,212.00 

4,533.00 

19.751.00 

9,714.78 


Pan  American  Airways : 

Buildings  ‘ 

Roads,  Walks,  Parking  Areas... 
United  States  Government : 

Equipment,  without  cost 

R.  D.  Rasmussen : 

Skyway  Cafe  — Dining  and 
Beverage  Rooms : 

1947- 48  Estimate..$41, 500.00 

1948- 49  Final 

Estimate 40,032.14 


Total  Additions. 


24,735.00 

2,400.00 

81,325.66 


1,467.86* 

$4,224,325.69  $ 1,467.86* 


24,735.00 

2,400.00 

81,325.66 


1,467.86* 


$4,222,857.83 


♦Denotes  deductions 
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1948-1949  Additions  and  Betterments: 

In  our  previous  annual  reports  it  was  pointed  out  that  appraisal  had  not 
been  made  of  improvements  constructed  on  Airport  land  by  various  lessees 
during  the  fiscal  years  1946-1947  and  1947-1948,  which  improvements,  con- 
sistent with  the  provisions  of  related  leases,  became  or  were  to  become  the 
property  of  the  City.  On  the  basis  of  a statement  of  expenditures  submitted 
to  the  Airport  by  United  Air  Lines  in  relation  thereto,  the  stated  value  of  the 
improvements  made  by  United  in  1946-1947  were  recorded  by  the  Airport  in 
1947-1948  in  the  sum  of  $1,971,456.90.  Similarly,  in  June,  1949,  further  recorda- 
tion was  made  by  the  Airport  in  the  aggregate  sum  $3,372,345.78,  covering  the 
improvements  above  listed  which  were  made  in  1947-1948  by  United  Air 
Lines,  Southwest  Airways  and  Pan  American  Airways.  Depreciation  on  these 
improvements  was  written  into  operating  expenses  in  the  years  1947-1948 
and  1948-1949.  The  sums  aforesaid  have  been  accepted  for  this  report  for  the 
reason  that  time  has  not  permitted  us  to  make  a proper  analysis  for  the  pur- 
pose of  classifying  the  stated  expenditures  in  accordance  with  the  provisions 
of  the  respective  leases.  Such  analysis  and  classification  will  be  the  subject 
of  a special  report. 

From  the  Federal  Government,  through  the  War  Assets  Administration, 
were  obtained  without  cost  38  pieces  of  automotive,  fire-fighting,  road-build- 
ing and  miscellaneous  equipment.  The  Purchaser  of  Supplies,  in  accordance 
with  the  provisions  of  Bill  No.  849  Ordinance  No.  819,  has  fixed  the  fair  market 
value  of  the  equipment  thus  acquired  at  $81,325.66. 


1948-1949  Adjustments: 

The  sum  of  $513,086.20  which  has  been  charged  to  Land  Reclamation  and 
Improvements  prior  to  July  1,  1948,  was  reclassified  as  indicated  in  the  fore- 
going schedule.  The  deductive  adjustment  for  the  Skyway  Cafe  is  self- 
explanatory. 

Attention  is  again  directed  to  the  terms  of  the  "Memorandum  of  Under- 
standing” under  which  R.  D.  Rasmussen  as  Licensee  is  operating,  which 
terms  are,  in  our  opinion,  violative  of  the  provisions  of  Charter  Sections  72, 
74,  86,  95  and  127. 


Retirements: 

The  land  retired  from  service  was  sold  for  $450.00;  the  unrecovered  value 
in  service,  $53.43,  was  charged  to  Miscellaneous  Income,  (Net). 

The  retirement  of  equipment  was  accounted  thus: 


Charged  to  reserve  for  accrued  depreciation $1,163.58 

Operating  expenses  under  Depreciation 

Expense  adjustment 77.89 

Equipment  inventory  adjustment 76.66  $1,318.13 


The  retirements  included,  among  others,  eight  items  of  equipment  in  the 
total  amount  of  $436.28,  not  found  when  physical  inventory  was  taken  May  31, 
1949.  Pursuant  to  the  provisions  of  Part  1,  Article  2,  Section  127  of  the  Munic- 
ipal Code,  the  loss  was  reported  to  the  Purchaser  of  Supplies  in  letter  dated 
July  11,  1949.  Board  of  Supervisors  Resolution  No.  8972,  approved  by  the 
Mayor  August  24,  1949,  authorized  the  Purchaser  of  Supplies  to  adjust  the 
Airport’s  equipment  inventory  to  reflect  the  retirement  of  the  aforesaid 
equipment. 

The  projects  classified  as  Fixed  Capital  Under  Construction  are  listed  on 
Exhibit  A,  Schedule  1,  and  are  summarized  as  follows: 
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Balance  July  1,  1948 $ 623,335.50 

Expenditures : 

1945  Bond  Fund $ 410,553.34 

Federal  Airport  Project 2,996,565.28  3,407,118.62 

— $4,030,454.12 

Transferred  to  Fixed  Capital  in  Service 706,645.71 

Outboard  Motor  stolen 163.23  706,808.94 

Balance  June  30, 1949 $3T3~23, 645.18 

The  physical  inventory  disclosed  the  theft  of  an  outboard  motor  and  the  loss 
was  reported  to  the  Purchaser  of  Supplies  in  letter  dated  August  31,  1948. 
In  the  course  of  this  examination  there  was  presented  for  our  inspection  a 
copy  of  a letter  from  the  Purchaser  of  Supplies  to  the  City  Attorney  request- 
ing the  drafting  of  the  necessary  resolution  to  be  adopted  by  the  Board  of 
Supervisors  for  the  purpose  of  accounting  the  missing  item  aforesaid  as  a loss. 

Verification  against  the  records  of  the  Controller  has  been  made  with  re- 
spect to  all  other  items  of  assets  and  liabilities  except  for  the  items  of  deferred 
credit  represented  by  unearned  rental  for  space  occupied  by  R.  D.  Rasmussen, 
Licensee,  for  the  operation  of  the  Skyway  Cafe.  This  improvement  was  con- 
structed at  a cost  of  $40,032.14  under  a Memorandum  of  Understanding 
authorized  by  Public  Utilities  Commission  No.  8686.  As  hereinabove  stated, 
the  terms  of  this  Memorandum  of  Understanding  are,  in  our  opinion,  violative 
of  the  provisions  of  Charter  Sections  72,  74,  86,  95  and  127. 

Contingent  Liability 

A review  of  the  Controller’s  claim  register  indicated  claims  against  the 
Airport  for  the  fiscal  year  1948-1949  in  amount  as  follows: 

Date  of  Amount  Date  Filed  With 

Accident  Claimant  Claimed  Controller  Type  of  Claim 


9/26/48  Gaile  Cottier 

Aka  Gaile  Penry $76,500.00  11/  9/48  Personal  Injury 

2/18/49  Richard  L.  Brown 15,555.00  4/14/49  Personal  Injury 

The  Texas  Co 25.96  5/31/49  Sale  Petroleum  Prods. 

8/22/48  Bonnie  J.  Reseell 12.25  1/14/49  Property  Damage 


Inquiry  at  the  City  Attorney’s  office  did  not  disclose  any  record  of  unsettled 
claims  or  pending  litigation  involving  the  Airport,  other  than  as  indicated 
above. 

Reference  is  made  to  Exhibits  C and  D for  a tabulation  of  the  operating 
revenues  and  expenses,  bond  interest  expense  and  Such  of  the  statistics  as 
relate  to  the  operating  revenues. 

The  increase  in  operating  revenues  stems  primarily  from  the  increase  in 
aviation  activities.  As  a result  of  the  increased  traffic  through  the  Airport, 
non-aviation  activities  and  services  were  generated  and/or  stimulated. 

Operating  expenses  increased  over  the  preceding  year  principally  because 
of  the  statutory  provisions  affecting  salaries  and  wages  and  the  pension  and 
retirements  related  thereto,  fire  prevention  and  suppression,  insurance,  taxes 
paid  in  San  Mateo  County  and  depreciation.  Comment  on  depreciation  appears 
hereinbefore  under  additions  to  and  betterments  of  fixed  capital. 

Bond  interest  expense  increased  because  of  the  large  volume  of  completed 
plant  and  equipment  transferred  from  work  in  progress  to  fixed  capital  in 
service. 

Detailed  findings  and  comments  resulting  from  this  examination  are  sub- 
mitted separately. 

It  is  our  opinion,  subject  to  the  exceptions  set  forth  herein,  that  the  accom- 
panying balance  sheet  and  statements  of  surplus  and  income  fairly  present 
the  financial  condition  of  the  San  Francisco  Airport,  San  Mateo  County,  as  at 
June  30,  1949,  and  the  results  of  its  operation  for  the  fiscal  year  ended  that 
date. 

Respectfully  submitted, 

WILLIS  O’BRIEN, 

Supervisor,  Utility  Audits. 
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EXHIBIT  “A” 

AIRPORT  DEPARTMENT 

SAN  FRANCISCO  AIRPORT,  SAN  MATEO  COUNTY 
BALANCE  SHEET  AS  AT  JUNE  30,  1949 


ASSETS 


Fixed  Capital : 

In  service $32,681,165.26 

Less  reserve  for  depreciation 3,407,738.37 


Net  book  value $29,273,426.89 

Under  construction  (Schedule  1) 3,323,645.18 


$32,597,072.07 


Cash: 

On  deposit  with  City  and  County  Treasurer....$  4,755,405.91 

In  transit  to  City  and  County  Treasurer 61.75 

Revolving  fund 2,500.00  4,757,967.66 


Accounts  Receivable : 

Federal  grants $ 1,230,368.79 

Revenues  accrued  and  other  receivables  (net)  73,663.96  1,304,032.75 


Interfund  Accounts : 

Due  from  general  city  and  county $ 3,329.22 

Due  from  other  public  service  enterprises 327.39 


Deferred  Charges : 

Materials  and  supplies $ 4,592.50 

Contracts,  purchase  orders,  interfund 

commitments,  etc.  (contra) 1,887,887.65 

Other  deferred  items 14,787.43 


3,656.61 


1,907,267.58 


Total  Assets. 


$40,569,996.67 


LIABILITIES  AND  SURPLUS 

Bonded  Debt: 

Maturing  within  year  ending  June  30, 1950 $ 2,650,000.00 

Maturing  Dec.  15,  1950,  through  Dec.  15,  1956  11,200,000.00 

Matured  bonds  not  presented  for  payment 150,000.00  $14,000,000.00 

Bond  Interest  Accrued: 

Matured  coupons  not  presented  for  payment.. $ 2,625.00 

Accrued,  not  due 15,833.34  18,458.34 


Accounts  Payable: 

Outstanding  warrants $ 17,312.28 

General  creditors 857,045.33 

Contracts,  purchase  orders,  etc.  (contra) 1,701,975.72 

Interfund  commitments  (contra) 185,911.93 


2,762,245.26 


Interfund  Accounts: 

Due  to  general  city  and  county $ 162,408.46 

Due  to  other  public  service  enterprises 129,995.99  292,404.45 


Deferred  Credits 50,191.01 

Total  Liabilities $17,123,299.06 

Surplus  — Exhibit  “B” 23,446,697.61 


Total  Liabilities  and  Surplus. 


$40,569,996.67 


Note:  The  above  statement  should  be  considered  in  the  light  of  the  accom- 
panying comments. 


EXHIBIT  “B” 

AIRPORT  DEPARTMENT 

SAN  FRANCISCO  AIRPORT,  SAN  MATEO  COUNTY 
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SURPLUS 

Year  Ended  June  30, 1949 

Surplus,  June  30,  1948,  annual  report  of  Controller... 
Add: 


Contributions : 

Taxes  for  operating  service $ 303,956.11 

Purchase  and  Use  Tax  for  1945  Bond 

Interest  and  Redemption 2,328,713.89 

Grants  from  Federal  Government 2,352,606.00 

U.  S.  Government  through  War  Assets 

Administration  (Equipment)  81,325.66 

United  Air  Lines,  Inc.,  improvements 3,335,496.00 

Pan  American,  improvements 27,135.00 

Southwest  Airways,  improvements 9,714.78 

Miscellaneous  — net 95.89 


Deduct : 

Net  loss  — fiscal  year  1948-1949. 
Surplus  — June  30,  1949 


$15,804,096.10 


8,439,043.33 

$24,243,139.43 

796,441.82 


$23,446,697.61 
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EXHIBIT  “C” 

AIRPORT  DEPARTMENT 

SAN  FRANCISCO  AIRPORT,  SAN  MATEO  COUNTY 


STATEMENT  OF  INCOME 
Years  Ended  June  30, 1949,  and  June  30, 1948 


OPERATING  REVENUES: 

Air  Carrier  Flight  Operations: 

Scheduled  

Scheduled  Feeder  Lines 

Non-Scheduled  

Total  Air  Carrier  Flight  Operations... 

Rentals : 

Aircraft  outdoor  storage 

Airport  Property 

Unimproved  

Paved  

Expansion  Area 

Hangars 

Entire  Hangars 

Partial  Hangars 

Passenger  Terminal  Bldg.  — Office  Space 

Other  Buildings  and  Structures 

Total  Rentals 

Bulk  Petroleum  Deliveries : 

Rental  of  Tank  Farm  Area 

Pipe  Line  Licenses 

Wharfage  Charges 

Total  Bulk  Petroleum  Deliveries 

Services,  Sales,  Commissions  and  Permits : 

Public  Address  System 

Restaurant,  Cafe  and  Newstand 

Taxicab  and  Limousine  Permits 

Telephone  Commissions 

Telegraph  Commissions 

Sales  of  Petroleum  Products 

Shoe  Shine  Stand 

Vending  and  Weighing  Machines 

Insurance  Vending  Machines 

Travel  Agency 

Baggage  Locker  Commissions 

Rest  Rooms 


TOTAL  OPERATING  REVENUES. 


J 

une  30,  1949 

June  30,  1948 

114,318.05 

$ 97,513.47 

5,701.66 

4,387.37 

10,081.38 

16,757.42 

..$ 

130,101.09 

$118,658.26 

9,883.38 

$ 11,643.09 

20,931.65 

14,914.78 

18,044.20 

17,113.11 

2,400.00 

2,397.20 

25,476.41 

17,901.41 

504.18 

1,509.17 

11,193,93 

11,063.52 

9,875.00 

11,497.99 

98,308.75 

$ 88,040.27 

...» 

9,796.29 

$ 7,250.24 

300.00 

300.00 

4,572.85 

3,127.69 

...$ 

14,669.14 

$ 10,677.93 

...$ 

15,442.83 

$ 8,211.23 

43,010.56 

34,362.86 

27,039.00 

30,864.22 

3,338.58 

4,520.33 

12,312.99 

16,703.68 

74,711.65 

48,167.16 

948.42 

1,078.11 

317.24 

349.05 

980.90 

263.22 

397.72 

59.26 

766.80 

872.19 

1,637.61 

...$ 

180,904.30 

$145,451.31 

...$ 

423,983.28 

$362,827.77 
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EXHIBIT  “C”  (Continued) 

AIRPORT  DEPARTMENT 

SAN  FRANCISCO  AIRPORT,  SAN  MATEO  COUNTY 

STATEMENT  OF  INCOME  (Continued) 

Years  Ended  June  30, 1949,  and  June  30, 1948 


June  30,  1949  June  30,  1948 


OPERATING  EXPENSES: 

Salaries  and  Wages : 

General  and  Administrative $ 32,166.78 

Maintenance  and  Operations 246,077.37 


Total  Salaries  and  Wages $ 278,244.15  $231,466.45 


Other  Costs  of  Operation : 

Travel  expenses  and  local  fares $ 12,060.40 

Freight,  express  and  drayage 89.54 

Use  of  employees’  cars  — mileage  only 956.83 

Storage  and  care  of  vehicles 213.15 

Maintenance  and  care  of  office  equipment 127.76 

Maintenance  and  care  of  other  equipment 

Gas  and  electricity 11,413.53 

Telephone  and  telegraph $9,456.35 

Less : Extension  service 

charged  to  tenants 2,613.02  6,843.33 


Postage  456.75 

Printing,  advertising,  etc 1,042.25 

Newspapers  and  periodicals 390.30 

Janitorial  and  Window  Washing  Services: 

Contractual 734.00 

Refuse  disposal 415.17 

Professional  and  special  services 6,953.74 

Miscellaneous  and  contractual  services 1,352.59 

Operating  material  and  supplies 10,179.11 

Unallocated  charges  for  use  of 

automotive  equipment 502.56 

Fire-fighting  expense 16,028.74 


Total  Other  Costs  of  Operation $ 69,759.78 


$ 12,007.69 
222.82 
1,557.57 
77.35 
1,392.07 
87.90 
9,280.64 


5,199.75 


168.95 

991.49 

533.45 

981.00 

201.60 

9,064.43 

2,150.93 

8,307.73 

3,288.39 


$ 55,513.76 


Other  Costs  of  Maintenance  and  Repair: 

Landing  area $ 4,388.17 

Runways  2,356.93 

Field  lighting  equipment 2,904.96 

Radio  equipment 1,240.35 

Hangars _ - 243.97 

Administration  building 3,741.42 

Other  buildings 3,252.67 

Automotive  equipment 1,219.04 

Other  equipment  facilities, 

furniture  and  fixtures 2,449.64 

Parking  areas,  roads,  walks,  fences,  etc 10,083.99 

Power  distribution  system 4,693.25 


Total  Other  Costs  of 

Maintenance  and  Repair— US $ 36,574.39 


$ 4,091.26 

2,578.34 
3,427.08 
720.46 
743.78. 

2.875.48 
10,856.96 

1.118.49 

4,016.77 

4,787.37 

4,580.06 


$ 39,796.05 


EXHIBIT  “C”  (Concluded) 

AIRPORT  DEPARTMENT 

SAN  FRANCISCO  AIRPORT,  SAN  MATEO  COUNTY 

STATEMENT  OF  INCOME  (Concluded) 

Years  Ended  June  30, 1949,  and  June  30, 1948 

June  30,  1949  June  30,  1948 


Fixed  Charges : 

Accident  compensation  — employees $ 314.84  $ 262.81 

Automobile  insurance 809.75 

Other  insurance 11,791.90  5,929.35 

Pension  and  retirement  allowance 28,831.84  20,301.56 

Taxes  paid $80,497.58 

Less  charged  to  tenants 4,714.51  75,783.07  29,953.96 


Depreciation  638,043.10  434,958.82 

Equipment  inventory  adjustment 76.66  

Doubtful  account 4,800.00  4,800.00 


Total  Fixed  Charges $ 759,641.41  $497,016.25 


TOTAL  OPERATING  EXPENSES....$1, 144, 219.73  $823,792.51 


OPERATING  LOSS $ 720,236.45  $460,964.74 


OTHER  INCOME  NET: 

Resale  of  electric  energy. $ 134,838.91  $100,919.53 

Less  cost  thereof 105,383.53  76,577.81 


Remainder  $ 29,455.38  $ 24,341.72 

Miscellaneous  — Net 729.79  1,566.03 


Total  Other  Income $ 30,185.17  $ 25,907.75 


Net  Loss:  Before  Bond  Interest $ 690,051.28  $435,056.99 

1945  and  1938  Airport  Bond  Interest  Expense 106,390.54  29,303.68 


NET  LOSS $ 796,441.82  $464,360.67 


Note:  The  above  statement  should  be  considered  in  the  light  of  the  accom- 
panying comments. 


EXHIBIT  “D” 

AIRPORT  DEPARTMENT 

SAN  FRANCISCO  AIRPORT,  SAN  MATEO  COUNTY 
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STATISTICS 

Years  Ended  June  30, 1949,  and  June  30, 1948 

Comparative  report  of  aircraft  movements  and  traffic,  including  domestic 
and  international  activities. 


June  30,  1949  June  30,  1948 


Aircraft  arrivals  and  departures, 
including  extra  sections,  as  re- 
ported by  the  Civil  Aeronautics 
Administration  Traffic  Control 
Tower : 


Carriers  . 
Itinerant 
Local  


76,082  75,421 

23,215  29,240 

31,656  39,867 


661  .9% 

6,025*  20.6%* 

8,211*  20.6%* 


Total .. 


130,953 


144,528  13,575*  9.4%  * 


Number  of  passengers,  as  re- 
ported by  air  carriers : 

On  and  off 970,112 

Through  (no  stopovers) 107,829 


906,597  63,515  7.0% 

137,904  30,075*  21.8%* 


Totals  in  and  outf 1,077,941 


1,044,501 


33,440  3.1% 


Air  Mail,  express  and  freight,  in 
pounds  on  and  off,  as  reported 
by  Post  Office  Dept.,  Railway 
Express  Agency  and  various  air 
lines  :f 

Air  Mail 14,805,996  12,199,645  2,606,351  21.4% 

Express  6,722,687) 

Freight 23,415,352}  15,076,172$  15,061,867  99.9% 


Totals 


.44,944,035  27,275,817  17,668,218 


fExcludes  activities  of  those  non-scheduled  air  carriers  which  operate  only 
seasonally  or  which  use  the  San  Francisco  Airport  only  intermittently. 

$Express  and  freight  were  not  reported  separately  throughout  the  year 
1947-1948. 
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Peter  Barnett  and  Company 

Certified  Public  Accountants 
SAN  FRANCISCO 

October  19, 1949 


Honorable  Harry  D.  Ross,  Controller, 
City  and  County  of  San  Francisco, 
San  Francisco,  California 


Dear  Sir: 

In  accordance  with  your  authorization,  we  have  examined  the  balance  sheet 
of  San  Francisco  Unified  School  District  as  at  June  30,  1949,  and  the 
statement  of  revenues  and  expenditures  for  the  year  then  ended.  We  reviewed 
the  system  of  internal  control  and  the  accounting  procedures  and,  without 
making  a detailed  audit  of  the  transactions,  have  examined  or  tested  account- 
ing records  and  other  supporting  evidence  by  methods  and  to  the  extent  we 
considered  appropriate.  Our  examination  was  made  in  accordance  with  gen- 
erally accepted  auditing  standards  and  included  all  procedures  which  we  con- 
sidered necessary  in  the  circumstances. 

The  fixed  capital  properties  and  the  liabilities  for  bonded  debt  and  bond 
interest  included  in  the  accompanying  balance  sheets  are  not  recorded  in  the 
accounts  of  the  School  District.  The  amounts  therefor,  in  this  report,  are 
based  upon  the  accounts  of  the  Controller’s  office,  which  accounts  have  been 
examined  by  other  independent  accountants. 


REVENUES  AND  EXPENDITURES 

A comparative  summary  of  revenues  and  expenditures  (cents  omitted) 
follows : 


Revenues : 

Property  taxes  and  penalties. 
State  of  California: 

School  Fund  apportionment. 

Retirement  subventions 

Other  revenues 

Total  revenues 

Operating  expenditures 


Current  funds  expended  for  capital 
outlay,  net  of  capital  sales 


Year  Ended  June  30 


1949 

1948 

Increase 

$16,101,610 

$12,356,392 

$3,745,218 

7,355,393 

6,938,880 

416,513 

247,553 

66,576 

180,977 

1,984,873 

1,863,390 

121,483 

$25,689,429 

$21,225,238 

$4,464,191 

21,734,438 

20,369,930 

1,364,508 

$ 3,954,991 

$ 855,308 

$3,099,683 

....  1,435,857 

747,721 

688,136 

....$  2,519,134 

$ 107,587 

$2,411,547 

Revenues  in  excess 
of  expenditures  . 
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Property  taxes  were  verified  by  reference  to  the  assessment  roll,  the  tax 
rate,  and  the  records  of  the  Controller. 

Revenues  from  the  State  School  Fund  consist  of  San  Francisco’s  share  of 
State  funds,  apportioned  on  the  average  daily  attendance  and  other  factors 
for  the  preceding  year,  as  follows  (cents  omitted) : 


Elementary 

Schools 


High 

Schools 


College 


Average  daily  attendance (76,211) 

$90  per  pupil $6,858,990 

Physically  handicapped (873) 

Extra  cost  to  school  depart- 
ment (not  over  $400  per 

pupil)  $ 344,728 

Mentally  retarded (1,089) 

$75  per  pupil $ 81,675 

School  years  maintained (70) 

$1,000  per  year $ 70,000 


(46,878) 

$4,219,020 

(725) 


$ 


$ 


290,000 

(716) 

53,700 


(22,674) 

$2,040,660 

(148) 


$ 54,728 

(373) 
$ 27,975 

(68) 

$ 68,000 


$7,355,393  $4,562,720  $2,191,363 


(6,659) 

$599,310 


(2) 

$ 2,000 


$601,310 


These  revenues  were  in  agreement  with  the  abstract  of  fund  apportion- 
ment received  from  the  State  Superintendent  of  Public  Instruction,  which  we 
compared  with  the  School  District  records. 

A comparison  of  the  average  daily  attendance  follows : 

1948-49  1947-48 


Elementary  schools 47,670 

High  schools 23,253 

City  College 6,334 


46,878 

22,674 

6,659 


We  reviewed  the  procedure  for  recording  daily  attendance  at  the  schools, 
and  it  appeared  satisfactory. 

Other  revenues  were  verified  by  reference  to  property  leases,  tuition  billed  to 
other  counties,  and  other  supporting  data,  which  were  reviewed  in  sufficient 
detail  to  satisfy  us  as  to  their  general  accuracy. 

Bond  interest  ($285,000.00)  and  redemption  ($580,000.00)  were  paid  from 
the  tax  levy  of  the  current  year  and  do  not  appear  in  the  annexed  statement 
of  revenues  and  expenditures. 

Cafeterias:  Cafeteria  operations  for  the  fiscal  year  ended  June  30,  1949, 
resulted  in  net  income  of  $16,212.54,  as  follows: 


Income : 

Sales  $900,054.84 

Federal  grants 92,686.69 


$992,741.53 


Expenses : 

Cost  of  food 

Salaries  and  wages 

Student  help 

Supplies  and  expense 

Central  office 

Repairs  and  replacements 

Insurance  

Retirement 

Provision  for  sick,  and  vacation  pay. 

Net  income 


.$621,679.97 
. 244,307.32 
. 27,137.61 

. 42,874.43 

. 13,707.85 

6,622.15 
2,443.20 
5,477.04 
. 12,279.42 


976,528.99 


$ 16,212.54 
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The  net  income  of  the  cafeterias  is  held  in  trust  for  cafeteria  operations  and 
is  not  available  for  any  other  purpose. 

Student  Body  Organizations:  These  organizations  are  maintained  at  the 
City  College  of  San  Francisco,  the  high  schools,  and  the  elementary  schools. 
In  addition  thereto,  the  Academic  Athletic  Association  supervises  handling  of 
cash  receipts  from  athletic  events,  principally  football  and  basketball  games. 
Accounting  records  of  the  student  bodies  are  kept  by  bookkeepers  at  the  vari- 
ous schools,  while  records  of  the  Academic  Athletic  Association  are  kept  in 
the  accounting  department  of  the  School  District.  These  records  are  internally 
audited  at  regular  periods. 

We  reviewed  the  procedure  for  control  of  ticket  sales  at  the  football  and 
basketball  games  and  the  accounting  systems  and  internal  auditing  pro- 
cedures, and  are  satisfied  as  to  their  adequacy. 


PROPRIETARY  BALANCE  SHEET 

Fixed  Capital  Properties : Properties  are  shown  in  the  annexed  balance  sheet 
at  the  amounts  recorded  on  the  books  of  the  Controller.  In  accordance  with  the 
policy  established  by  the  City  and  County  of  San  Francisco,  provision  has 
not  been  made  for  depreciation  of  the  School  District  properties. 

The  records  of  the  Controller  indicate  a total  investment  in  School  District 
properties  as  at  June  30, 1949,  as  follows: 


Land  $11,031,111.34 

Buildings  and  improvements 39,190,113.39 

Equipment  5,023,089.50 


$55,244,314.23 


We  note  a difference  of  $72,548.15  in  the  net  capital  additions  between  the 
records  of  the  Controller  and  those  of  the  School  District,  as  follows : 

Fixed  capital  July  1,  1948,  per  audit  report $53,971,146.61 

Capital  outlay,  net  additions : 

From  School  District  current  funds $1,435,856.66 

From  Special  Accumulative  Building  Fund 41,828.00 

From  1948  Bond  Fund 3,771.18 


$1,481,455.84 

Less  sale  of  Washington  Grammar  School 135,740.07  1,345,715.77 


Fixed  capital  per  School  Department $55,316,862.38 

Per  Controller’s  books 55,244,314.23 


Difference $ 72,548.15 


We  reported  this  to  the  Controller  and  he  stated  that  he  would  assign  one 
of  his  staff  to  locate  the  difference. 

At  a meeting  held  June  29,  1949,  the  Board  of  Education  resolved  to  call  for 
bids  for  the  sale  of  property  at  Fifth  and  Market  Streets.  This  property  is  now 
leased  to  San  Francisco  Holding  Co.  until  July  1,  1963,  at  $354,000  per  year. 
The  bids  will  be  opened  January  17,  1950,  and  the  property  sold  to  the  highest 
cash  bidder,  minimum  sale  price  $6,000,000. 

At  the  same  meeting,  the  Board  resolved  to  call  for  bids  on  the  property 
at  224-230  Post  Street,  which  theretofore  had  been  rented  at  $42,000  per  year. 
The  bids  will  be  opened  January  17,  1950,  and  the  property  sold  to  the  highest 
cash  bidder,  minimum  sale  price  $500,000. 
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Cash : A summary  of  the  cash  follows : 
Current  funds : 


School  District $7,237,932.20 

Bond  interest 24,312.50  $ 7,262,244.70 


Capital  funds : 

1948  School  Bonds 

Real  property .... 

Trust  funds: 

Accumulative  Building  Fund 

Child  Care  Center 

Sabbatical  Leave  (Teachers) 

Retirement  (Teachers)  

Annuity  deposits  (Teachers) 

Federal  withholding  tax 

County  Service  Fund 

Veterans’  Education 

Cafeteria  

Total  cash  deposited  with  Treasurer... 


...$  425,149.21 
...  135,056.97 

17,308.42 
38,115.70 
5,481.72 
...  236,499.49 

29,400.00 
128.78 
...  206,883.38 


Revolving  funds : 

School  District $ 1,500.00 

Cafeteria 1,275.00 

$ 2,775.00 

Rosenberg  Foundation  Trust  Fund  (deposited 

with  American  Trust  Company) 2,551.46  5,326.46 


Total  cash. 


$15,405,277.65 


The  cash  on  deposit  with  the  Treasurer  was  reconciled  by  reference  to  the 
Treasurer’s  balance  sheet. 


Accounts  Receivable:  A summary  of  the  accounts  receivable  follows: 


Taxes  and  penalties : 

Taxes — current  year $171,569.36 

Taxes — prior  years 296,005.76 

Penalties  on  delinquencies 5,455.06 


$473,030.18 

Reserve  for  unsecured  items 336,612.39  $136,417.79 


Other  accounts  receivable : 

Tuition  due  from  other  counties $404,072.17 

Subventions  for  vocational  training  of  veterans 97,300.99 

Cafeteria : 

Federal  grants  (May  and  June) 23,272.12 

Other 2,015.08 

Salary  overpayments 16,837.15 

Child  Care  Center  (collected  in  July) 3,966.60 

Other 1,093.15  548,557.26 


$684,975.05 


The  uncollected  taxes  were  in  agreement  with  the  records  of  the  Controller. 
Tuition  due  from  other  counties  ($404,072.17)  consists  of  charges  for  in- 
struction given  to  students  from  other  counties  during  the  year  ended  June  30, 
1949,  billed  subsequently. 
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Subventions  for  vocational  training  consist  of  bills  rendered  ($5,872.19) 
plus  an  estimate  ($91,428.80)  of  instruction  given  in  May  and  June,  billed  in 
July. 

Cafeteria  Federal  grants  represent  the  following  billings : 


May  (collected  in  July) $13,233.68 

June ........... 10,038.44 


$23,272.12 


Salary  overpayments  of  $16,837.15  are  not  considered  fully  collectible,  since 
some  of  the  teachers  have  left  the  service,  while  the  statute  of  limitations  has 
expired  on  many  other  balances. 

The  School  District  records  its  revenues  on  a cash  basis,  except  for 
secured  property  taxes  which,  as  at  June  30,  1949,  amounted  to  $136,417.79. 
Accounts  receivable,  other  than  taxes,  amounted  to  $548,557.26  as  at  June  30, 
1949,  and  are  fully  reserved. 

Inventories  and  Deferred  Charges:  Physical  inventories  of  stores  were 
taken,  priced  and  extended  by  School  District  employees  as  at  March  31, 
1949.  The  general  ledger  balance  of  the  inventory  account  was  reduced  by 
$615.35  to  correspond  with  the  physical  inventories.  We  tested  prices,  exten- 
sions and  footings  of  the  physical  inventories  and  made  test  counts  of  the 
quantities. 

A summary  of  the  insurance  coverage  follows : 


Fire  and  extended  coverage : 

School  District  property $47,606,000 

Ridgepoint  and  Candlestick  Cove  Schools 157,946 

Federally-owned  Child  Care  Centers 30,000 


Automobiles : 

Bodily  injury,  including  non-ownership 100/200,000 

Property  damage,  including  non-ownership 100,000 

Fire  and  theft (Cash  value) 

Boiler  100/500,000 

Blanket  fidelity  bond  (each  loss) 25,000 

Additional  fidelity  bond  coverage : 

Chief  of  the  budget  division  and  the  coordinator 

of  home  economics  and  cafeterias  (each) 15,000 

Superintendent  of  Schools 25,000 

Board  of  Education  members  (each) 2,500 


Child  Care  Centers : 

Bodily,  injury 50,000/1,000,000 

Property  damage 1,000 

General  public  liability  insurance  is  not  carried.  The  legal  adviser  of  the 
School  District  advised  us  that  the  contingent  liability  under  unsettled  claims 
would  approximate  $50,000. 


Bonded  Debt : A summary  of  bonded  debt  for  the  year  follows : 
Year  Balances 

of  Issue  July  1,  1948  Sold  Redeemed 


Balances 
June  30,  1949 

$ 5,400,000 

^obd’ooo 


1923 

1938 

1948 


$5,987,000 


$7,000,000 


$587,000 


$12,400,000 
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A bond  issue  of  $48,890,000  for  construction  of  new  schools  and  additions  to 
and  remodelling  of  existing  school  properties  was  approved  by  public  vote 
November  2, 1948,  as  follows: 


Yes  235,181 

No  73,521 


Bonds  amounting  to  $7,000,000  were  sold  to  Kidder,  Peabody  and  Co.  at  an 
average  interest  rate  of  slightly  less  than  1%  %.  These  bonds  were  issued  as  of 
March  1, 1949. 

The  bonds  outstanding  and/or  authorized  but  not  yet  sold  are  not  liabilities 
of  the  San  Francisco  Unified  School  District,  but  constitute  general  obli- 
gations of  the  City  and  County  of  San  Francisco,  as  noted  in  the  annexed 
proprietary  balance  sheet,  Exhibit  A. 

Bond  Interest  Payable:  Bond  interest  payable  and/or  accrued  as  at  June 


30, 1949,  amounted  to  $126,404.18,  as  follows: 

Coupons  matured,  not  presented  for  payment $ 6,237.50 

Interest  accrued,  not  due 120,166.68 


$126,404.18 


These  liabilities  are  not  recorded  on  the  books  of  the  School  District  since 
the  bonds  and  interest  are  general  obligations  of  the  City  and  County  of  San 
Francisco  and  not  liabilities  of  the  School  District.  They  are  shown  on  the 
annexed  balance  sheet  only  as  a matter  of  record. 

Accounts  Payable : Accounts  payable  are  herewith  summarized : 


Warrants  outstanding $1,404,296.48 

Trade  creditors : 

Goods  and  services  received,  for  which  warrants 

had  not  yet  been  issued $177,459.40 

Tax  and  other  payroll  deductions  not  paid  at  as 

June  30,  1949 298,602.94  476,062.34 


Uncompleted  contracts  and  purchase  orders 1,354,451.89 


$3,234,810.71 


The  contractual  liability  of  $1,354,451.89  for  uncompleted  contracts  and 
purchase  orders  consists  of  obligations  for  goods  and  services  not  received  as 
at  June  30,  1949.  Since  these  charges  apply  to  the  period  subsequent  to  that 
date,  the  amount  is  shown  as  a deferred  charge  on  the  annexed  balance  sheet, 
in  accordance  with  past  practice. 

Interfund  Accounts  Payable:  The  interfund  accounts  payable  were  recon- 
ciled with  the  records  of  the  Controller.  This  liability  is  composed  of  the 
following  balances : 

Employees’  Retirement  System $1,090,942.42 

Department  of  Public  Works 247,728.58 

Other  city  departments 57,538.04 


$1,396,209.04 


The  goods  and  services  represented  by  these  accounts  were  received  prior  to 
June  30,  1949,  and  charged  to  the  year  then  ended. 

We  were  unable  to  verify  the  amount  owed  the  Employees’  Retirement 
System,  since  the  records  of  that  department  were  in  arrears  and  were  cur- 
rently under  audit. 
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In  our  opinion,  the  accompanying  balance  sheet  and  the  related  statements 
of  surplus  and  revenues  and  expenditures,  together  with  the  comments  on 
the  foregoing  report,  present  fairly  the  position  of  the  San  Francisco  Unified 
School  District  as  at  June  30,  1949,  and  the  results  of  its  operations  for  the 
fiscal  year  then  ended. 


Respectfully  submitted, 

PETER  BARNETT  AND  COMPANY 
Certified  Public  Accountants 


CITY  AND  COUNTY  OF  SAN  FRANCISCO 
SAN  FRANCISCO  UNIFIED  SCHOOL  DISTRICT 
INDEX  TO  FINANCIAL  STATEMENTS 
JUNE  30,  1949 

EXHIBIT  A — Proprietary  Balance  Sheet  — June  30, 1949. 

EXHIBIT  B — Statement  of  Surplus  for  the  Year  ended  June  30, 1949. 

EXHIBIT  C — Statement  of  Revenues  and  Expenditures  for  the  Years  ended 
June  30, 1949  and  1948. 

Schedule  1 — Details  of  Revenue  for  the  Years  ended  June  30, 
1949  and  1948. 

Schedule  2 — Details  of  Expenditures  for  the  Years  ended 
June  30, 1949  and  1948. 

EXHIBIT  D — Funds  Balance  Sheet  — June  30, 1949. 

EXHIBIT  E — Reconciliation  of  Proprietary  Balance  Sheet  with  Funds  Bal- 
ance Sheet  — June  30, 1949. 


Other  city  departments....^. 


* i Mtiltil  Yotlitiit 

57,538.04  30,138.04 


sn.y.i.L',- s.;  s..ii.2!.i.!W..r.  ii.i  iT.nr.n  n 
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EXHIBIT  B 

CITY  AND  COUNTY  OF  SAN  FRANCISCO 
SAN  FRANCISCO  UNIFIED  SCHOOL  DISTRICT 
STATEMENT  OF  SURPLUS 
FOR  THE  YEAR  ENDED  JUNE  30,  1949 

CURRENT  SURPLUS 

Balance  — July  1,  1948 $ 2,305,467.01 

Net  revenues  (Exhibit  C) $2,519,134.37 

Less : Provision  for  advances  to 

Department  of  Public  Works 15,000.00 

Net  additions 2,504,134.37 

Balance  — June  30, 1949  — to  Exhibit  A $ 4,809,601.38 


CAPITAL  SURPLUS 

Balance  — July  1,  1948 .&£  / $47,991,146.61 

Capital  outlay  from  non-capital  funds: 

From  current  funds,  per  school  records $1,435,856.66 

Less: 


Loss  from  sale  of  Washington 

Grammar  School $85,740.07 

Difference  in  capital  outlay 
between  Controller’s  and 

School  District’s  records....  72,548.15  158,288.22 


Net  outlay  from  current  funds $1,277,568.44 

From  Special  Accumulative  Building  Fund..  41,828.00  1,319,396.44 


Other  additions: 

Bonded  debt  matured  during  year $ 580,000.00 

Premium  from  sale  of  bonds 1,400.00  581,400.00 

Balance  — June  30,  1949  — to  Exhibit  A $49,891,943.05 
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EXHIBIT  C 

CITY  AND  COUNTY  OF  SAN  FRANCISCO 
SAN  FRANCISCO  UNIFIED  SCHOOL  DISTRICT 
STATEMENT  OF  REVENUES  AND  EXPENDITURES 
FOR  THE  YEARS  ENDED  JUNE  30,  1949  AND  1948 

Fiscal  Year  Ended  June  30 
1949  1948 


Revenues  (Schedule  1) $25,689,429.53  $21,225,238.73 


Operating  Expenses: 

..  15,244,194.71 

14,314,600.25 

1,593,664.47 

1,039,125.16 

222,296.79 

1,816,710.95 

1,031,534.39 

Auxiliary  services 

292,611.09 

Fixed  charges 

..  2,144,845.87 

2,128,886.96 

Community  services 

224,472.63 

252,880.67 

Tuition  paid  to  other  counties 

1,621.68 

2,295.33 

Total  direct  expenses 

..$21,405,057.67 

$20,171,794.19 

Auxiliary  (indirect)  services  contributed 
by  Board  of  Health: 

Medical  inspection 

..$  74,575.12 

$ 55,663.90 

Dental  inspection 

32,677.91 

26,355.48 

Nurse  service 

222,127.80 

116,117.19 

$ 329,380.83 

$ 198,136.57 

Total  operating  expenses 

(Schedule  2) 

..$21,734,438.50 

$20,369,930.76 

Excess  of  Revenues  Over  Operating  Expenses.. 

..$  3,954,991.03 

$ 855,307.97 

Capital  Outlay  From  Current  Funds 

..$  1,440,356.66 

$ 800,051.18 

Less: 

Sales  of  land  and  buildings 

..$  4,500.00 

$ 10,330.00 

Insurance  recovery 

42,000.00 

$ 4,500.00 

$ 52,330.00 

Net  capital  outlay  from  current 

funds  (Schedule  2) 

..  $ 1,435,856.66 

$ 747,721.18 

Net  Revenues  — to  Exhibit  B 

..$  2,519,134.37 

$ 107,586.79 
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EXHIBIT  C — SCHEDULE  1 
CITY  AND  COUNTY  OF  SAN  FRANCISCO 
SAN  FRANCISCO  UNIFIED  SCHOOL  DISTRICT 
DETAILS  OF  REVENUE 

FOR  THE  YEARS  ENDED  JUNE  30,  1949  AND  1948 


Property  Taxes  and  Penalties 

Received  From  State  of  California: 

Elementary  schools 

High  schools  and  City  College 

Retirement  subventions 


Other  Revenues : 

San  Francisco  Housing  Authority 

Federal  and  State  vocational  education. 
Reimbursement  for  veteran’s 

vocational  training 

Tuition  from  other  counties 

Rentals 

Other  revenues 


Total  direct  revenues. 


Auxiliary  (Indirect)  Revenue: 

Services  of  physicians,  dentists  and  nurses 
received  from  Department  of  Health 

Total  Revenues  — to  Exhibit  C 


Fiscal  Year  Ended  June  30 


1949 

1948 

. $16,101,609.86 

$12,356,391.44 

.$  4,562,720.00 
. 2,792,673.50 

247,553.46 

$ 4,276,490.00 
2,662,390.00 
66,576.43 

$ 7,602,946.96 

$ 7,005,456.43 

.$  74,586.71 

84,836.44 

$ 99,033.61 

66,607.51 

728,431.90 

305,171.54 

427,248.56 

35,216.73 

934,246.50 

134,750.17 

418,537.71 

12,078.79 

$ 1,655,491.88 

$ 1,665,254.29 

$25,360,048.70 

$21,027,102.16 

329,380.83 

198,136.57 

. $25,689,429.53 

$21,225,238.73 
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EXHIBIT  C — SCHEDULE  2 
CITY  AND  COUNTY  OF  SAN  FRANCISCO 
SAN  FRANCISCO  UNIFIED  SCHOOL  DISTRICT 
DETAILS  OF  EXPENDITURES 


FOR  THE  YEARS  ENDED  JUNE  30,  1949  AND  1948 

Fiscal  Year  Ended  June  30 
1949  1948 

Administration: 

Salaries  X fSS9  083  32  X 458.258.56 

Supplies 

30,055.68 

21,013.94 

Travel 

12,650.32 

8,960.00 

Other 

67,277.03 

129,812.06 

618,044.56 

$ 649,066.35 

$ 

Instruction  — Salaries : 

$ 252,672.28 

$ 

232,333.65 

418,887.41 

394,323.65 

5,194,006.22 

Elementary  — day 

5,567,612.62 

Special  schools 

325,542.81 

298,531.62 

2,244,878.03 

3,120,591.06 

431,457.29 

Junior  high 

2,332,820.33 

Senior  high 

3,174,878.96 

Adult  schools 

521,196.85 

Trade  and  industrial  schools 

330,754.39 

326,154.81 

Continuation  school 

206,764.47 

221,301.26 

1 991  915  49 

City 

1 302  536  00 

$14,433,666.12 

$13,684,891.01 

Instruction  — Supplies,  etc. : 

Kindergarten  supplies 

$ 25,266.98 

$ 

11,286.23 

Educational  supplies 

506,450.92 

398,684.68 

Books 

183,195.73 

139,184.81 

Travel 

15,808.49 

13,953.05 

Other 

79,806.47 

66,600.47 

$ 810,528.59 

$ 

629,709.24 

Operation : 

Janitors,  engineers  and  gardeners: 

Salaries 

$ 1,197,259.25 

$ 

1,076,033.06 

68,646.31 

Supplies 

99,035.59 

Gas  and  electricity 

143,864.53 

131,535.45 

134,134.54 

Fuel 

145,514.08 

Water 

54,441.91 

51,953.80 

Other 

176,595.59 

131,361.31 

$ 1,816,710.95 

$ 

1,593,664.47 

Carried  forward $17,709,972.01  $16,526,309.28 
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EXHIBIT  C — SCHEDULE  2 (Continued) 

CITY  AND  COUNTY  OF  SAN  FRANCISCO 
SAN  FRANCISCO  UNIFIED  SCHOOL  DISTRICT 
DETAILS  OF  EXPENDITURES 
FOR  THE  YEARS  ENDED  JUNE  30,  1949  AND  1948 


cal  Year  Ended  Jane  30 


Brought  forward 

Maintenance : 

Repairs : 

Buildings  and  grounds.... 

Janitors’  equipment 

Educational  equipment... 

Fire  damage 

Other 


Auxiliary  Services : 

Compulsory  education 

Student  placement  services... 

Transportation  of  children 

Cafeteria  supervision 

Other 


Fixed  Charges : 

Rents 

Insurance 

Compensation  and  accident  claims 

Contributions  to  retirement  system : 

City 

State 

Other 


Community  Services : 

Elementary  and  junior  high 

Veterans’  counseling 

Civic  Center  activities 

Junior  college  dormitories... 


1949 

1948 

..$17,709,972.01 

$16,526,309.28 

-? 

847,518.95 

$ 889,839.59 

4,035.06 

2,472.66 

144,021.06 

114,864.42 

32,208.24 

30,648.18 

3,751.08 

1,300.31 

$ 

1,031,534.39 

$ 1,039,125.16 

108,083.04 

$ 99,167.85 

15,870.19 

20,966.24 

111,904.51 

65,127.08 

27,305.62 

15,126.50 

29,447.73 

21,909.12 

$ 

292,611.09 

$ 222,296.79 

..$ 

5,886.33 

$ 6,035.67 

45,146.32 

37,319.95 

58,213.52 

54,828.36 

1,994,947.14 

1,974,737.04 

40,494.00 

37,302.00 

158.56 

18,663.94 

$ 

2,144,845.87 

$ 2,128,886.96 

87,477.83 

$ 88,059.60 

79,639.53 

113,206.50 

28,456.41 

28,046.40 

28,898.86 

23,568.17 

$ 

224,472.63 

$ 252,880.67 

..$21,403,435.99 

$20,169,498.86 
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EXHIBIT  C — SCHEDULE  2 (Concluded) 

CITY  AND  COUNTY  OF  SAN  FRANCISCO 
SAN  FRANCISCO  UNIFIED  SCHOOL  DISTRICT 
DETAILS  OF  EXPENDITURES 
FOR  THE  YEARS  ENDED  JUNE  30,  1949  AND  1948 


Fiscal  Year  Ended  June  30 
1949  1948 


Brought  forward $21,403,435.99 

Tuition  Paid  to  Other  Districts $ 1,621.68 

Total  Direct  Expenditures $21,405,057.67 


$20,169,498.86 
$ 2,295.33 

$20,171,794.19 


Auxiliary  (Indirect)  Expenditures: 
Contributed  by  Board  of  Health : 


Medical  inspection $ 74,575.12  $ 55,663.90 

Dental  inspection 32,677.91  26,355.48 

Nurse  service 222,127.80  116,117.19 


$ 329,380.83  $ 198,136.57 

Total  Operating  Expenditures  — to  Exhibit  C. ...  $21,734,438.50  $20,369,930.76 


Capital  Outlay  From  Current  Funds : 


Land $ 583,036.70 

Buildings  and  improvements 408,675.02 

Equipment 448,644.94 


$ 


156,611.73 

307,247.43 

336,192.02 


$ 1,440,356.66  $ 800,051.18 


Less: 

Sales  of  land  and  buildings $ 4,500.00 

Insurance  recovery 

$ 4,500.00 


$ 10,330.00 

42,000.00 

$ 52,330.00 


Net  capital  outlay  from  current 

funds  — to  Exhibit  C $ 1,435,856.66 

$23,170,295.16 


$ 747,721.18 

$21,117,651.94 


Expenditures. 


II  fill  III  11 
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City  and  County  of  San  Francisco 
Employees’  Retirement  System 

(San  Francisco,  California) 

T 


REPORT  ON  AUDIT 
FOR  THE  FISCAL  YEAR  ENDED 
JUNE  30,  1948 
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Joseph  Froggatt  & Co.,  Inc. 

Specialists  in  All  Branches  of  Insurance  Accounting 
Consulting  Actuaries  and  Auditors 
74  TRINITY  PLACE,  NEW  YORK 


December  23, 1949 


The  Honorable  Harry  D.  Ross,  Controller, 

City  and  County  of  San  Francisco,  San  Francisco,  California. 


Dear  Sir: 

In  accordance  with  your  instructions,  we  have  made  an  examination  of  the 
balance  sheet  of  the  City  and  County  of  San  Francisco  Employees’  Retirement 
System  as  of  June  30, 1948,  and  the  related  statement  of  income  and  disburse- 
ments for  the  fiscal  year  ended  on  that  date.  We  present  herewith  the  follow- 
ing statements,  together  with  our  comments  thereon : 

Exhibit  “A” — Balance  Sheet  — At  June  30, 1948. 

Schedule  No.  1 — Investment  Bonds  — At  June  30, 1948. 

Exhibit  “B” — Statement  of  Income  and  Disbursements  — For  the  Fiscal 
Year  Ended  June  30, 1948. 


SCOPE  OF  WORK 

Our  examination  was  limited  to  the  verification  of  the  assets  and  liabilities 
as  of  June  30,  1948,  and  a review  of  the  internal  control  and  accounting  pro- 
cedure of  the  City  and  County  of  San  Francisco  Employees’  Retirement 
System,  and  without  making  a detailed  audit  of  the  transactions,  we  have 
examined  or  tested  their  accounting  records  or  other  supporting  evidence  by 
methods  and  to  the  extent  we  deemed  appropriate.  Our  examination  was  made 
in  accordance  with  generally  accepted  auditing  standards  applicable  in  the 
circumstances  and  included  all  procedures  which  we  deemed  necessary. 

BALANCE  SHEET 
Cash  on  Deposit  With  Treasurer  — $2,438,747.47 : 

The  cash  on  deposit  was  verified  as  of  June  30,  1948,  by  the  auditing  staff  of 
the  Controller’s  office.  The  report  on  this  verification  was  reviewed  by  us  and 
we  determined  that  reconcilement  was  established  with  the  balance  as  carried 
on  the  records  of  the  Retirement  System. 

Bonds  Owned  — Amortized  Value  — $56,998,922.07 : 

The  bonds  are  held  in  the  joint  custody  of  the  Controller  and  the  Treasurer. 
The  bonds  owned  as  of  June  30,  1948,  as  per  Exhibit  “A,”  Schedule  No.  1,  at- 
tached hereto,  were  accounted  for  by  physical  examination  at  the  vaults  of  the 
Treasurer  of  the  City  and  County  of  San  Francisco,  or  sight  of  other  satis- 
factory evidence  of  ownership. 

The  premium  or  discount  at  time  of  purchase  is  being  properly  amortized. 
For  the  purposes  of  this  report,  we  did  not  ascertain  the  market  value  of  these 
securities.  None  of  the  bonds  owned  as  of  June  30,  1948,  were  in  default  as  to 
principal  or  interest. 

All  bonds  owned  are  of  the  character  legal  for  insurance  companies  in  the 
State  of  California,  as  provided  in  Section  159  of  the  Charter. 

Accrued  Interest  — $231,013.37: 

Accrued  interest  at  June  30,  1948,  was  independently  calculated  by  us  and 
found  to  be  correctly  computed. 
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Due  From  City  and  County  of  San  Francisco  — $3,031,178.42 : 


This  balance  consists  of  the  following: 

Employees’  Contributions  Withheld $ 469,915.39 

Police  Department 159,888.90 


On  Account  of  Contributions  Other  Than  Uniformed  Services  2,672,465.39 

$3,302,269.68 

Less: 

Unexpended  balance  of  Tax  Appropriation.. ..$228, 166.81 

Taxes  Receivable,  Secured 42,924.45  271,091.26 

$3,031,178.42 


The  Police  Department  account  of  $159,888.90  represents  the  balance  due  on 
Police  $2.00  contributions  paid  to  Police  Relief  and  Pension  Fund  prior  to 
January  8,  1932.  This  account  is  being  reduced  at  the  time  of  separation, 
death  or  retirement  of  each  member  in  the  amount  of  the  contributions  plus 
interest  made  to  the  former  plan  by  that  individual  member. 

The  City  and  County  contributions  in  the  amount  of  $2,672,465.39  represent 
amounts  due  from  other  departments  of  the  City  for  the  City’s  share  of 
contributions. 


Taxes  Receivable,  Secured  — Allocated  to  Retirement  System  — $42,924.45 : 
This  figure  was  obtained  from  the  Controller’s  office  and  is  analyzed  as 


follows : 

Real  Property  Taxes,  Secured $ 42,924.45 

Personal  Property  Taxes,  Unsecured 72,729.12 

$115,653.57 

Deduct : 

Reserve  for  Unsecured  Personal  Property  Taxes 72,729.12 

$ 42,924.45 


Members’  Accumulated  Contributions  — $21,933,104.23 : 

This  amount  represents  the  members’  accumulated  contributions  as  re- 
quired by  the  various  sections  of  the  Charter,  together  with  the  accumulated 
interest  thereon.  The  balance  is  in  agreement  with  a listing  of  the  individual 
members’  contribution  accounts.  Extensive  test-checks  were  made  of  the  post- 
ings to  the  individual  members’  cards  from  the  payroll  records  and  withdrawal 
rolls.  In  all  cases  tested,  members  were  found  to  have  been  credited  with  their 
payroll  withholdings  and  interest  compounded  at  June  30,  1948,  at  the  rate  of 
two  and  one-half  per  cent.  An  analysis  of  these  accumulated  contributions  is 
set  forth  on  Exhibit  “A.” 


I City  and  County  Accumulated  Contributions  — 

Current  Service  — $22,092,808.96: 

The  City  and  County  accumulated  contributions  for  members  represent  the 
j contributions  made  by  the  City  and  County  for  present  members  not  yet  re- 
tired, together  with  the  accumulated  interest  thereon  as  required  by  the 
1 Charter. 

In  accordance  with  Charter  provisions,  no  contributions  are  required  of  the 
City  and  County  in  connection  with  additional  contributions  made  by 
j members. 

I For  the  fiscal  year  ended  June  30,  1948,  interest  was  computed  at  the  rate 
of  two  and  one-half  per  cent,  compounded  at  June  30,  1948. 
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Total  Present  Value  — All  Annuities  and  Pensions  — 

Current  Service  — $10,276,159.83: 

This  account  represents  the  reserves,  based  on  actuarial  calculations,  neces- 
sary to  provide  annuities  and  pensions  for  current  service  to  all  retired  mem- 
bers and  beneficiaries  receiving  allowances,  as  of  June  30,  1948,  under  the 
various  retirement  plans.  An  analysis  of  these  reserves  is  set  forth  on  Exhibit 
“A”  of  this  report. 

This  reserve  is  based  on  individual  members’  records,  showing  the  amount 
of  contribution  accumulated  and  interest  thereon  at  time  of  retirement,  less 
all  subsequent  payments.  As  retirement  payments  are  made  on  a guaranteed 
basis,  some  of  the  individual  members’  accounts  will  reflect  that  payments 
exceed  the  amount  of  accumulated  contributions,  and  in  other  cases,  the 
accumulated  contributions  were  in  excess  of  the  actual  payments.  In  analyz- 
ing the  accounts  of  individual  members  who  have  died  in  retirement,  we  find 
that  the  over-all  accumulated  contributions  exceeded  the  payments  to  time 
of  death  in  the  amount  of  $1,045,070.04  for  annuities,  and  $1,264,918.38  for 
pensions.  These  unabsorbed  accumulated  contributions  still  remain  in  the 
amount  of  $10,276,159.83  reflected  as  Total  Present  Value  — All  Annuities  and 
Pensions  — Current  Service.  These  amounts  are  retained  in  the  reserve  to 
meet  benefit  payments  to  retired  members  who  live  beyond  retirement  age 
which  was  anticipated  in  the  mortality  tables  then  in  use. 

This  reserve,  however,  does  not  include  current  service  benefits  payable  to 
policemen  and  firemen  under  Charter  Sections  166, 167, 169  and  170.  Payments 
under  these  Charter  Sections  are  reimbursed  currently  as  paid. 

Death  Benefits  Left  on  Deposit  by  Beneficiaries 
of  Deceased  Members  — $38,437.15: 

The  above  amount  represents  the  balances  left  on  deposit  by  beneficiaries 
of  deceased  members  for  payment  in  monthly  installments.  This  account  is 
supported  by  underlying  detail  for  each  individual  beneficiary. 

Ex-Members’  Accumulated  Contributions  in  Suspense  — $23,260.80: 

This  balance  consists  in  most  part  of  pension  warrants  issued  to  a member 
who,  we  understand,  was  elected  as  an  officer  of  the  County  after  retirement, 
and  declined  pension  payments.  The  remaining  balance  in  this  account  repre- 
sents warrants  issued  for  withdrawals  but  never  presented  for  payment. 
Advance  From  Municipal  Executive  Employees’  Association  — $1,250.00 : 

This  amount  represents  an  advance  from  the  Municipal  Executive  Em- 
ployees’ Association  to  compensate  for  expenses  to  be  incurred  in  connection 
with  a special  survey. 


SPECIAL  RESERVES 

Undistributed  Earnings  From  Sale  of  Bonds  — $4,012,264.99: 

Undistributed  earnings  from  sale  of  bonds  were  derived  from  profit  on  sale 
of  bonds  in  prior  years.  This  reserve  was  created  in  accordance  with  Resolu- 
tions adopted  by  the  Retirement  Board,  one  of  which,  for  example,  is  in  the 
Minutes  of  a Meeting  of  the  Retirement  Board,  held  on  May  10,  1944.  These 
earnings  are  being  distributed  over  the  life  of  the  bonds  purchased  with  these 
proceeds. 

An  analysis  of  the  undistributed  earnings  from  the  sale  of  bonds  follows: 
Profit  from  the  sale  of  bonds: 


For  the  fiscal  year  ended  June  30,  1943. 
For  the  fiscal  year  ended  June  30,  1944. 
For  the  fiscal  year  ended  June  30,  1945. 


Less:  Profit  credited  to  interest  income: 

For  the  fiscal  year  ended  June  30,  1944 $152,231.40 

For  the  fiscal  year  ended  June  30,  1945 188,839.62 

For  the  fiscal  year  ended  June  30,  1946 314,147.60 

For  the  fiscal  year  ended  June  30,  1947 157,352.61 

For  the  fiscal  year  ended  June  30,  1948 201,230.75 


$ 400,421.35 
1,418,102.36 
3,207,543.26 
$5,026,066.97 


1,013,801.98 

$4,012,264.99 
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City  and  County  Accumulated  Contributions  Reserved  for  Current  Service 
Benefits  Not  Otherwise  Funded  and  Prior  Service  Benefits  — $2,567,039.43: 
City  and  County  accumulated  contributions  reserved  for  current  service 
benefits  not  otherwise  funded  and  prior  service  benefits  consists  of  City  and 
County  contributions  released  upon  withdrawal  or  death  of  members  who 
were  participants  under  a matching  plan,  together  with  unallocated  funds 
retained  by  the  Retirement  System,  as  provided  in  Ordinance  No.  4203,  effec- 
tive June  30,  1946.  These  funds  are  held  in  accordance  with  Section  211,  (c)  4 
of  Part  1,  Article  3 of  the  Municipal  Code,  which  reads  in  part : 

“A  portion  of  the  accumulated  contributions  of  the  City  previ- 
ously held  for  the  benefit  of  members,  excluding  persons  who  are 
members  under  Sections  166  and  169  of  the  Charter,  on  account 
of  service  rendered  as  members  of  the  Retirement  System,  equal 
to  the  accumulated  normal  contributions  withdrawn  by  a mem- 
ber, or  paid  to  a beneficiary  upon  the  death  of  a member  or  ap- 
plied to  purchase  an  annuity  upon  the  retirement  of  a member, 
shall  thereafter  be  included  in  the  amounts  available  to  meet  the 
obligation  of  the  City  on  account  of  benefits  that  have  been 
granted  and  on  account  of  prior  service  of  members.” 

From  these  funds,  death  benefits  are  paid  to  beneficiaries  of  deceased 
miscellaneous  members  on  the  following  basis : 


Beneficiaries  of  active  members 6 months’  pay 

Beneficiaries  of  retired  mefnbers $500.00 


Also  from  these  funds  is  assigned  an  amount  necessary,  when  added  to  the 
City  and  County  accumulated  contributions  under  disability  retirement,  to 
provide  the  reserve  for  present  value  of  disability  retirement  pensions  — cur- 
rent service,  for  retired  members  other  than  168.1  Police.  The  amount  assigned 
as  of  June  30,  1948,  was  $1,348,978.72,  for  the  purpose  of  increasing  the  reserve 
under  matching  plans  to  an  actuarial  reserve  for  the  present  value  of  disability 
retirement  pensions  — current  service,  for  retired  members  other  than  168.1 
Police. 

During  the  fiscal  year  ended  June  30,  1948,  all  payments  for  current  service 
benefits  of  Old  Fire  and  Old  Police  not  otherwise  funded,  and  prior  service 
benefits,  were  reimbursed  in  full  by  the  City  and  County  and  not  charged 
against  this  reserve. 

The  unfunded  prior  service  alone,  excluding  Old  Firemen  not  yet  retired, 
totaled  in  excess  of  $23,000,000.00  as  of  June  30,  1945,  as  determined  at  the 
last  periodic  actuarial  valuation. 

Contingency  Reserve  Against  Adverse  Experience  — $1,793,064.08: 

This  reserve  represents  the  interest  earned  on  bonds,  after  amortization 
charges,  in  excess  of  the  amounts  required  to  credit  all  accumulated  contribu- 
tions and  reserve  accounts  with  interest  at  the  rates  established  by  the  Retire- 
ment Board.  This  fund  also  includes  $1,013,801.98  of  the  profits  from  the  sale 
of  bonds  in  prior  years.  This  reserve  was  established  as  a contingency  against 
possible  deficiencies  in  interest  of  other  years,  losses  under  investments  and 
losses  under  other  contingencies.  We  were  unable  to  find  any  provisions  in  the 
Charter,  Municipal  Code  or  Minutes  of  the  Meetings  of  the  Retirement  Board 
which  definitely  provided  for  the  establishment  of  this  reserve. 

The  increase  in  this  reserve  during  the  year  under  audit  is  analyzed  as 


follows : 

Interest  Earned  on  Investments $1,315,667.66 

Prior  Years’  Profits  on  Sale  of  Bonds  Applied  During  Year....  201,230.75 

Profit  on  Sale  of  Bonds  During  Current  Year..: 2,907.76 

Interest  Earned  on  City’s  Debit  Balances 4,100.20 

Miscellaneous  Income 9,791.89 


Less : Credits  to  all  Accumulated 

Contribution  and  Reserve  Accounts 1,275,362.31 

Increase  During  Year  in  Contingency  Reserve $ 258,335.95 
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Adjustments  — Reserve  Accounts  — $5,396.31 : 

This  account  represents  an  accumulation  of  annual  adjustments  of  differ- 
ences between  individual  members’  accounts  and  controls  with  respect  to  all 
active  and  retired  members.  The  adjustments  during  the  current  year  aggre- 
gated a credit  of  only  $974.71. 


INCOME  AND  DISBURSEMENTS 

Payroll  pension  withholdings  were  set  up  in  accordance  with  payroll 
records,  and  to  the  extent  of  our  examination,  were  withheld  at  the  established 
rates. 

Effective  July  1, 1947,  a majority  of  the  members  under  Charter  Section  165, 
were,  in  accordance  with  a Charter  amendment,  transferred  to  a new  plan 
under  Charter  Section  165.2.  In  connection  with  members  under  matching 
contribution  plans,  the  City  contributed  an  equal  amount  in  accordance  with 
Charter  provisions.  With  reference  to  members  under  Charter  Section  165.2, 
the  City  contributed  at  a percentage  applied  to  the  members’  earnings,  exclu- 
sive of  salaries  in  excess  of  $500.00  per  month.  These  contributions,  to  the 
extent  of  our  examination,  were  collected  at  the  following  rates  as  established 
by  Mr.  Ralph  R.  Nelson,  Consulting  Actuary: 


Municipal  Railroad 8.415% 

Water  Department 7.301% 

Allother 11.340% 


In  connection  with  members  of  the  Police  Department,  under  Charter  Sec- 
tion 168.1,  the  City’s  contributions  were  collected  at  the  rate  of  16.53%. 

In  addition  to  the  contributions  mentioned  heretofore,  which  are  required  to 
provide  for  future  current  service  benefits,  included  also  in  the  City’s  contri- 
butions are  reimbursement  of  prior  and  current  service  benefits  paid  during 
the  current  year  to  policemen  retired  under  Sections  166  and  167,  firemen 
retired  under  Sections  169  and  170,  and  prior  service  benefits  of  miscellaneous 
members  died  or  retired. 

The  income  under  other  City  and  County  contributions  represents  re- 
imbursement of  actual  disbursements  for  administrative  expenses. 

Interest  on  investments  includes  interest  earned,  less  amortization  charges. 
Profit  from  the  sale  of  investments  during  the  current  year  amounted  to 
$2,907.76  and  interest  earned  on  City  and  County  debit  balances  amounted  to 
$4,100.20.  These  income  items,  together  with  miscellaneous  income  of 
$9,791.89,  and  prior  years’  profits  on  sale  of  bonds  applied  during  the  year  of 
$201,230.75,  were  credited  to  the  accumulated  contribution  and  reserve  ac- 
counts, with  the  exception  of  $258,335.95.  This  excess  of  $258,335.95  is  shown 
as  an  increase  in  the  contingency  reserve  against  adverse  experience,  and  is 
analyzed  in  a previous  paragraph  under  that  caption. 

The  interest  rate  of  two  and  one-half  per  cent  was  used  in  crediting  the 
accumulated  contribution  and  reserve  accounts  and  individual  members’  ac- 
counts during  the  fiscal  year.  This  commission  rate  was  established  as  required 
by  Section  211  of  Part  1,  Article  3 of  the  Municipal  Code  of  the  City  and 
County  of  San  Francisco,  which  reads,  in  part,  as  follows: 

“From  time  to  time,  the  Board  shall  determine  the  rate  of  in- 
terest being  earned  on  the  Retirement  Fund.  Upon  the  basis  of 
all  or  any  of  such  investigation,  valuation  and  determination,  the 
Board  shall:  (1)  Adopt  for  the  Retirement  System  such  interest 
rate  and  such  mortality,  service,  and  other  tables,  or  any  of  such 
items,  as  shall  be  deemed  necessary.” 

Deposits  by  beneficiaries  under  death  claims  represent  the  amount  of  funds 
deposited  during  the  year  by  beneficiaries  for  subsequent  withdrawals  in 
monthly  installments. 

All  withdrawals  by  members  included  in  our  test-examination  were  in 
agreement  with  the  members’  individual  accounts  and  included  the  interest 
thereon  to  date. 

All  payments  of  allowances  and  benefits  included  in  our  test-examination 
were  computed  correctly,  in  accordance  with  the  provisions  of  the  Charter  and 
approved  formulae,  and  were  properly  supported  by  documents  and  necessary 
data. 
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An  analysis  of  allowances  and  benefits  paid  by  claims  follows : 


Service  Retirements $2,423,174.97 

Disability  Retirements 728,378.57 

Death  Allowances 363,887.87 

Death  Benefits  to  Members’  Beneficiaries 431,161.98 

Death  Benefits  to  Retired  Members’  Beneficiaries 70,231.18 


$4,016,834.57 


COMPENSATION  DIVISION 

Reflected  on  Exhibit  “A,”  Balance  Sheet,  is  a non-ledger  asset  in  the  amount 
of  $494,282.94,  as  estimated  contributions  due  from  the  City  and  County  for 
compensation  claims  pending  at  June  30,  1948.  Also  reflected  on  the  liability 
side  of  this  statement  is  a reserve  for  a corresponding  amount.  This  figure  is 
based  on  estimates  developed  by  the  Compensation  Division  and  was  not  veri- 
fied by  us. 

Also  reflected  on  Exhibit  “B,”  under  income,  are  City  and  County  contribu- 
tions in  the  amount  of  $297,884.93,  which  represents  reimbursement  of  actual 
disbursements  for  compensation  expenses,  offset  by  a corresponding  amount 
on  the  disbursement  side  of  this  statement. 

GENERAL 

We  acknowledge  the  cooperation  extended  to  us  by  the  staff  of  the  San 
Francisco  City  and  County  Employees’  Retirement  System  and  the  Con- 
troller’s office  during  our  examination. 

OPINION 

In  our  opinion,  the  accompanying  balance  sheet  and  statement  of  income 
and  disbursements,  together  with  the  foregoing  comments,  present  fairly  the 
financial  condition  of  the  City  and  County  of  San  Francisco  Employees’  Re- 
tirement System  at  June  30,  1948,  and  the  result  of  its  operation  for  the  fiscal 
year  then  ended,  and  is  in  conformity  with  generally  accepted  accounting 
principles  and  practices  consistently  applied  to  the  period  under  review. 

Respectfully  submitted, 

JOSEPH  FROGGATT  & CO.,  INC. 

Public  Accountants  and  Auditors 

By  Joseph  Froggatt,  Jr.,  C.P.A.  (Cal.) 

President. 


EXHIBIT  “A”  — SCHEDULE  I 
CITY  AND  COUNTY  OF  SAN  FRANCISCO 


EMPLOYEES’  RETIREMENT  SYSTEM 
(San  Francises,  California) 

INVESTMENT  BONDS 


At  June  30, 1948 


United  States  Government $50,164,000.00 

California  Municipalities,  School  Districts,  etc...  2,625,112.50 

| City  of  New  York 2,395,000.00 

Railroad  330,000.00 

‘ Public  Utilities 988,000.00 


$50,349,477.36 

2,671,534.66 

2,641,953.19 

328,842.88 

1,007,113.98 


$56,502,112.50  $56,998,922.07 


Subject  to  comments  attached  to  and  forming  part  of  this  report. 
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